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PREFACE 



The International Library of Technology is the outgrowth 
of a large and increasing demand that has arisen for the 
Reference Libraries of the International Correspondence 
Schools on the part of those who are not students of the 
Schools. As the volumes composing this Library are all 
printed from the same plates used in printing the Reference 
Libraries above mentioned, a few words are necessary 
regarding the scope and purpose of the instruction imparted 
to the students of — and the class of students taught by — 
these Schools, in order to afford a clear understanding of 
their salient and unique features. 

The only requirement for admission to any of the courses 
offered by the International Correspondence Schools, is that 
the applicant shall be able to read the English language and 
to write it sufficiently well to make his written answers to 
the questions asked him intelligible. Each course is com- 
plete in itself, and no textbooks are required other than 
those prepared by the Schools for the particular course 
selected. The students themselves are from every class, 
trade, and profession and from every country; they are, 
almost without exception, busily engaged in some vocation, 
and can spare but little time for study, and that usually 
outside of their regular working hours. The information 
desired is such as can be immediately applied in practice, so 
that the student may be enabled to exchange his present 
vocation for a more congenial one, or to rise to a higher level 
in the one he now pursues. Furthermore, he wishes to 
obtain a good working knowledge of the subjects treated in 
the shortest time and in the most direct manner possible. 
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iv PREFACE 

In meeting these requirements, we have produced a set of 
books that in many respects, and particularly in the general 
plan followed, are absolutely unique. In the majority of 
subjects treated the knowledge of mathematics required is 
limited to the simplest principles of arithmetic and mensu- 
ration, and in no case is any greater knowledge of mathe- 
matics needed than the simplest elementary principles of 
algebra, geometry, and trigonometry, with a thorough, 
practical acquaintance with the use of the logarithmic table. 
To effect this result, derivations of rules and formulas are 
omitted, but thorough and complete instructions are given 
regarding how, when, and under what circumstances any 
particular rule, formula, or process should be applied ; and 
whenever possible one or more examples, such as would be 
likely to arise in actual practice — together with their solu- 
tions — are given to illustrate and explain its application. 

In preparing these textbooks, it has been our constant 
endeavor to view the matter from the student's standpoint, 
and to try and anticipate everything that would cause him 
trouble. The utmost pains have been taken to avoid and 
correct any and all ambiguous expressions — both those due 
to faulty rhetoric and those due to insufficiency of statement 
or explanation. As the best way to make a statement, 
explanation, or description clear is to give a picture or a 
diagram in connection with it, illustrations have been used 
almost without limit. The illustrations have in all cases 
been adapted to the requirements of the text, and projec- 
tions and sections or outline, partially shaded, or full-shaded 
perspectives have been used, according to which will best 
produce the desired results. Half-tones have been used 
rather sparingly, except in those cases where the general 
effect is desired rather than the actual details. 

It is obvious that books prepared along the lines men- 
tioned must not only be clear and concise beyond anything 
heretofore attempted, but they must also possess unequaled 
value for reference purposes. They not only give the maxi- 
mum of information in a minimum space, but this infor- 
mation is so ingeniously arranged and correlated, and the 
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indexes are so full and complete, that it can at once be 
made available to the reader. The numerous examples and 
explanatory remarks, together with the absence of long 
demonstrations and abstruse mathematical calculations, are 
of great assistance in helping one select the proper for- 
mula, method, or process and in teaching him how and 
when it should be used. 

This volume contains the sections on the history of bank- 
ing, national and state banks, national-bank supervision, 
savings banks, and trust companies. These sections have 
been prepared with great care by men of large experience 
in practical banking and are adapted not only for those 
unacquainted with the subject of banking, but also for those 
engaged in this work. Each subject is treated thoroughly 
and is well illustrated by carefully selected forms of actual 
business papers. 

The method of numbering the pages, cuts, articles, etc. is 
such that each subject or part, when the subject is divided 
into two or more parts, is complete in itself; hence, in order 
to make the index intelligible, it was necessary to give each 
subject or part a number. This number is placed at the top 
of each page, on the headline, opposite the page number; 
and to distinguish it from the page number it is preceded by 
the printer's section mark (§). Consequently, a reference 
such as § 16, page 26, will be readily found by looking along 
the inside edges of the headlines until § 16 is found, and 
then through § 16 until page 26 is found. 

International Textbook Company 
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EARLY BANKING 

1. Origin of the Word Bank. — Authorities differ as to 
the origin of the word bank, but it is generally believed to 
be derived from the Italian word monte. A definition of this 
word given in an Italian dictionary in 1659 was " a standing 
bank or mount of money. " When the Germans were in con- 
trol of a large part of Italy, their word banck, the equivalent 
for monte, came into use and was Italianized into banco. In 
England, the word banck was frequently used to signify a 
mass of money or a common fund formed by the contribu- 
tions of a number of persons, and from the earliest history 
of banks, the word bank has been understood to mean an 
aggregation of capital. 

2. Development of Banking. — It is said by some 
authorities that the Athenian bankers invented bill discount- 
ing; that the Roman bankers invented the banking business; 
and that bank notes were invented in China. Whether these 
are facts or not* it is true that since the early history of man 
some banking functions have always been exercised by wealthy 
persons, who were the money changers or dealers, the money 
lenders, and the bill discounters of their time. Some were 
both merchants and bankers and others only bankers. In 
some cases, they employed only their own capital; and in 
others they received deposits of money, for the use of which 
they paid interest. They assisted, much as bankers do today, 
in the commercial development of their countries, and 
loaned money for the prosecution of the many wars of their 
times. The business of banking experienced a gradual 
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2 HISTORY OP BANKING §1 

development until, in 1401, by the consolidation of the busi- 
ness of a large number of bankers of Barcelona into a public 
bank under the auspices of the government, the Bank of Bar- 
celona was founded. It was a bank for both deposit and 
discount and the property of the city was pledged as security 
for the depositors. 



EUROPEAN BANKING 

3. Italy, — It is not the purpose to present, in detail, the 
organization and development of European banks nor to 
devote much space to the manner in which the business was 
conducted, but only to mention the principal ones and the 
circumstances that led to their formation. 

Professor MacLeod, in his "Theory and Practice of Bank- 
ing," states that the first public bank to conduct a banking 
business in the general acceptance of the term was organized 
in Italy and called the Banco di A. G. P. et di Pieta. This 
bank was established in 1575 by the government of Italy and 
was in business 12 years previous to the acceptance of public 
deposits by the Bank of Venice. Several other joint-stock 
public banks were organized shortly afterwards, and their 
popularity resulted in the discontinuance of the banking 
business by private bankers for quite a period. It is not 
known whether or not these public banks survived the 
Revolution. 

The Bank of Venice, which was the first established bank 
in Europe, was formed in 1157 A. D., but for four centuries 
it was little more than an organized body managing the 
public debt of Italy. It became a public bank in 1587, as a 
result of the large number of failures of private bankers, 
many of whom were members of the nobility. The com- 
missioners of the public debt invited deposits from mer- 
chants, giving in exchange a credit on the bank's books 
equal to the value of the bullion deposited. Although the 
bank did no commercial business, some years later its offi- 
cials used the bullion for other purposes than that of paying 
its depositors, and several times during the 17th and 18th 
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centuries it was obliged to suspend payment. The bank was 
destroyed by the French in 1797. 

The Bank of St. George, Genoa, was formed in 1407 and 
became at once the sole intermediary between the state 
and its creditors. It took an active part in support of, or 
in opposition to, every measure of the government. It 
equipped a military movement at its own expense, sub- 
duing the island of Corsica and taking the territory as security 
for the amount expended. The bank was so embarrassed 
by the cost of these accessions that it was unable to pay 
dividends on its shares for several years during its early his- 
tory. Not until 1675, however, was this bank opened as a 
public institution, transacting a general banking business. 
The bank was at the height of its power when Law visited 
Genoa, and there is every reason to believe that it furnished 
him with the model of what he afterwards attempted to 
carry out on a larger scale in Paris, and in which he was 
not successful. The bank was pillaged by the Austrians 
when the city was taken in 1746, and it suspended payment 
in 1750. The bank was discontinued in 1799. In 1844, the 
Bank of St. George was succeeded by a new bank known 
as the "Bank of Genoa/ ' this being reorganized as the 
"National Bank of the Kingdom of Italy" in 1859, which 
bank is still in existence. 

4. Holland. — The Bank oi Amsterdam was organized 
in 1609 for the purpose of remedying the disadvantage arising 
from the circulation of light-weight coin. The bank received 
all coins, r foreign and domestic, at their bullion value, giving 
the depositors credit to that amount, a small reduction being 
made for expenses. It also received gold and silver bullion 
at a discount of 5 per cent., giving the depositor a trans- 
ferable receipt enabling the bearer to demand the coin at any 
time within 6 months, on returning this receipt to the bank 
with an equal amount of bank money and paying to the bank 
a certain percentage. The charges had to be paid and the 
deposit renewed every 6 months or the right of withdrawal 
was forfeited. The bank made no use of its funds except to 
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keep in its vaults an amount of coin or bullion equal to all its 
obligations. It became a great warehouse for bullion for 
foreigners as well as natives. 

5. Sweden. — Conant, in his "History of Modern Banks 
of Issue," says that the State Bank of Sweden was founded 
in 1656 and is understood to have first made use of bank bills 
as credit money not fully covered by coin reserve. The bank 
became a public institution in 1668, its capital being furnished 
by the nation. Its administration, however, was under the 
charge of a commission, which was responsible to the execu- 
tive department of the government. This bank, although 
first instituted as one of deposit only, appears afterwards to 
have carried on a commercial business. It loaned money 
not only on bullion and other merchandise, but on real estate 
to the amount of three-fourths of its value. In 1752, these 
advances had increased to such an extent that the solvency 
of the bank was threatened. In 1754, an arrangement was 
entered into whereby debtors to the bank were allowed to 
pay their obligations in annual instalments of 5 per cent. 
Its successor, the Bank of Sweden, is now in existence and 
is the depositary of the public funds. 

6. Great Britain. — In 1640, it was the custom of Eng- 
lish merchants to deposit their cash in London Tower. At 
one time, Charles I is said to have seized ^120,000, the same 
being repaid after many protests and long delay. Following 
this, the banking business was chiefly done by a class of 
bankers called the goldsmiths. It was the custom of these 
bankers to collect rents for their customers, receiving money 
on which they paid interest. They also acted as pawnbrokers 
and issued what were called goldsmiths' notes, which were 
small receipts payable on demand. It is understood that the 
invention and use of bank notes was thus introduced into 
England. Some years later, commerce came to feel the need 
of a banking institution that would provide some method of 
raising money beyond the plan of sending agents to individ- 
ual merchants. In 1690, Parliament made every effort to 
raise money to carry on the war with France. Every scheme 
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introduced, however, failed in producing an adequate supply 
of money to meet the expenses of the government. In 1691, 
a plan was suggested by William Paterson, a Scotchman, 
which was supported by London merchants; but the govern- 
ment failing to support the scheme, no action was taken. In 
1694, at the request of King William, Paterson again formu- 
lated a plan, which was put in definite shape by Montagu 
and resulted in the incorporation of the Bank of England, the 
official title being The Governor and Company of the Bank 
of England. The act incorporating it provided that com- 
missioners were to be appointed by the king to receive sub- 
scriptions for the sum of ;£l, 200,000, from any person or 
body; that the sum of ^100,000 was to be set apart and paid 
by the government annually to the subscribers of this fund; 
that the amount subscribed was to be loaned to the govern- 
ment to carry on the war with France; that the king was to 
authorize the subscribers to the loan to transfer their interest 
to a corporation to be called The Governor and Company 
of the Bank of England, with all the usual privileges of a 
corporation, together with the power to acquire and hold 
lands in as full a manner as any private individual; that the 
corporation was to be allowed to issue notes to the full 
amount of the loan, to deal in bills of exchange, to buy or 
sell bullion, gold or silver, to lend money on goods or 
merchandise, and to sell such goods and merchandise if the 
advance were not paid within 3 months of the time agreed on; 
that if the corporation should purchase any Crown lands or 
lend money to the Crown, except by permission of Parlia- 
ment, it was to forfeit treble the Value of all such advances. 
The managers of the bank enjoyed, from the outset, three 
privileges that gave them an immense advantage over all 
competitors: They received the government balance; they 
enjoyed the privilege of limited liability, i. e., stockholders were 
liable for the debts of the bank only to the amount of their 
investment, and not for its entire liability; they were able to 
loan money in excess of their deposits by reason of the circu- 
lating notes they were allowed to issue against the govern- 
ment debt. The bank was called on to weather many 
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severe storms, and in 1697, owing to a disorder in state 
finances, it was obliged to declare a partial suspension of 
payment. Through the support of Parliament, however, it 
was again established on a sound financial basis. Thirty- 
eight years after its foundation, on Thursday, August 3, 
1732, the corner stone of the new building was laid, in the 
presence of the governor and other officials of the bank, in 
Threadneedle Street. The directors moved the bank to the 
new location in June, 1734, and from that time "The Old 
Lady of Threadneedle Street" has occupied the massive 
building devoted to its use. 

7. The successful institution of the Bank of England led 
to the formation of the Bank of Scotland in July, 1695. It 
enjoyed a monopoly during the early period of its history, 
owing to the fact that its charter made it illegal for any other 
company to set up the business of banking for 21 years. 
The bank was allowed to loan on real or personal security 
at not more than 6 per cent., but was prohibited from employ- 
ing its stock or profits in any other manner than the loaning 
or borrowing of money on interest and the negotiation of bills 
of exchange. It was forbidden to purchase land or advance 
money to the government in anticipation of any sums to be 
granted by Parliament except those on which a loan should 
be authorized by a specific act. At first, the bank received 
no deposits from the public, its business consisting of the 
circulation of its own notes on the credit of the subscriptions 
paid in. A run was begun on the bank in December, 1704, and 
it was obliged to suspend specie payments. The proprietors 
of the bank adopted the device of making its outstanding 
notes bear interest until they were paid, which resulted in 
keeping the notes at par. The bank was finally able to meet 
its obligations and was undisturbed until 1715, when for a 
short period it was again obliged to resort to the same device. 
The monopoly granted by its charter expired in 1716 and no 
steps were taken to renew it. Soon after the expiration of 
its charter several banks were organized, and for some time 
entered into keen competition with the Bank of Scotland. 
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No interference with Scotch banking took place until 1845, 
when Sir Robert Peel determined to regulate the banks of 
Scotland and Ireland as well as the Bank of England. The 
principal provisions of the act introduced at this time fixed a 
limit to the issue of notes by the Scotland banks to an amount 
equal to the coin held by them above their authorized issue. 
It is said that the Scotch system of banks of issue comes 
nearer to the ideal of successful free banking than that of 
any other country. Conant, in his "History of Modern Banks 
of Issue," states that absolute freedom in note issues existed 
for over 100 years in Scotland, and during 80 years of that 
period general distrust of the banking system never occurred. 
Small notes became the every-day medium of exchange 
among the people and the banks absorbed almost the entire 
savings of rich and poor and brought within the circle of active 
producing capital the entire accumulations of the country. 

8. As early as 1695, an effort was made by the principal 
merchants of Dublin to establish a joint-stock bank. The 
movement was doubtless due to the formation of the Bank of 
England the year previous. A petition was presented to the 
Irish House of Commons, but no action appears to have been 
taken. The matter was again agitated in 1720, and although 
the king authorized the lord lieutenant to grant the necessary 
charter, the. matter seems to have advanced no further than 
consideration by the House of Commons. In 1782, another 
effort was made which proved successful, and the Bank of 
Ireland opened for business in June, 1783. It was known as 
The Governor and Company of the Bank of Ireland and was 
granted a charter until January 1, 1794. The capital of the 
bank was fixed at ,£600,000, and if it made loans over and 
above its capital, the subscribers to the said capital were 
personally liable for the excess amount. The bank enjoyed 
practically a monopoly of the issue of notes, a clause in its 
charter forbidding the issue of notes by a body consisting of 
more than six persons. Some years later, however, this 
clause was modified, with the result that other banks were 
established. 
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Some of the new banks found it profitable to establish 
branches, and the Bank of Ireland adopted this plan in order 
to hold its business from competitors. The banking act of 
1845 permitted the organization of banks of deposit and dis- 
count without limit, but contained certain limitations that 
operated to restrict somewhat the issue of circulating notes. 
As the banks, however, did not take advantage of all the 
privileges of note issue granted, it is supposed that the 
restrictions did not operate to interfere with the business 
development of the country. While banking in Ireland has, 
on the whole, been profitably conducted, the political history 
of the country has been such as to prevent its greatest 
development. 

9. Austria. — The first banking institution in Austria 
appears to have been formed in Vienna in 1703. It was 
created for the purpose of rescuing the government from the 
evils of debased currency, but was authorized to receive the 
deposits of individuals. At the time of its establishment, it 
was essentially a governmental institution and was formed 
for the purpose of funding the public debt. This was 
accomplished by an annual levy on the receipts of the treas- 
ury for the retirement of the obligations the new establish- 
ment was authorized to issue. The government, however, 
was unable to meet these annual payments and the institu- 
tion was finally turned over to the city of Vienna, taking the 
name of the Bank of the City of Vienna. The bank was 
obliged to go into liquidation in a few years, and for over a 
century no attempt was made to establish a national bank. 
In July, 1817, the statute incorporating the National Bank of 
Austria received imperial approval. The bank was granted 
the exclusive privilege of issuing notes and was authorized 
to accept deposits and discount commercial paper. The 
services of the bank in restoring confidence that had been 
shaken by disturbed government finances were recognized, 
and the bank was further compensated by permission to issue 
a quantity of notes, which the government pledged itself to 
accept as cash without the privilege accorded individuals of 



§1 HISTORY OF BANKING 9 

demanding redemption in coin. In 1878, the National Bank 
was fused with the Austro-Hungarian Bank, the combination 
bearing the name of the latter institution, and in 1895, it had 
thirty-four branches in Austria and twenty-one in Hungary, 
outside of the principal establishments. 

10. Prance, — The first French bank of issue is said to 
have been created by John Law at the beginning of the 18th 
century. Although the name of Law has been associated 
with the most reckless speculation, the bank that he founded 
and which bore the name of Compagnie d'Occident, more 
generally known as the Mississippi Company, was at the 
outset conducted on conservative principles. The bank was 
established in 1716; in 1718, Law succeeded in having the 
bank transformed into a public institution, called the Banque 
Royale. During the following year, several speculations 
with which the bank was associated necessitated an excessive 
issue of bank bills to meet its obligations. Prudent specu- 
lators, converted their funds into real estate or other invest- 
ments. Specie began to disappear and gold was being 
shipped abroad. A series of decrees, during 1720, sought to 
discredit the coining of money and to maintain the bank 
currency. 

All these measures, however, failed to maintain confidence, 
and the control of the bank was turned over to the Compagnie 
des Indes. This transfer failed to establish confidence, and 
a run on the bank was begun in the following July, which 
resulted in the closing of the institution. These disastrous 
schemes prevented the creation of a bank of issue in France 
for about half a century. The success of the Bank of Eng- 
land, however, led to the organization of the Bank of Com- 
mercial Discount in 1776, and in 1796 several new banking 
institutions followed its establishment. In 1799, when 
Napoleon Bonaparte was chosen First Consul and virtually 
the supreme ruler of France, a new turn was given to its 
economic history. In January, 1800, a decree was issued 
constituting the Bank of France. In the following month, the 
bank began its operations as a bank of issue and discount. 
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Bonaparte was not pleased with the situation and is said to 
have stated that "One bank is easier to watch than several." 
A law passed in 1803 gave the Bank of France the exclusive 
privilege of issuing bank bills at Paris. A decree of 1808 gave 
it the exclusive privilege of note issues in every town in which 
it established branches. The fall of Napoleon caused a tem- 
porary suspension in the operations of the bank. After it 
again opened for business, some of its branches were dis- 
continued, departmental banks taking their places. Banks of 
this type soon spread to the leading cities of France and were 
entirely independent of the Bank of France. The majority 
of these departmental banks were founded between 1835 and 
1840, and their success was so great that in 1840 the Bank of 
France desired to avail itself again of the right to establish 
branches in the leading cities of the country, and its friends, 
acting in its interests, secured the passage of an act declaring 
that no departmental bank should henceforth be established 
nor the branches of existing banks be prolonged except by 
virtue of a special law. 

The suspension of specie payments followed the financial 
crisis of 1847 and was accompanied by decrees giving legal- 
tender character to bank notes of the departmental banks 
only within the locations in which they were established. 
This policy resulted in injury to the independent banks and 
justified, to some extent, the decree of 1848 providing for 
the fusion of the departmental banks with the Bank of 
France, limiting the issue of bills to the central institution 
and its branches. At the time of this fusion, the capital of 
the Bank of France was largely increased. The history of 
the bank since 1870 is closely associated with the national 
struggle between France and Germany. It granted material 
assistance to the government, in return receiving special 
privileges. The Bank of France played an important part in 
the payment of the great war indemnity levied on France by 
Germany. The conditions of this payment were that German 
troops should occupy French soil until the payments were 
completed. The government determined to free the country 
from foreign occupation at the earliest possible moment by 
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anticipating the payments. The first step was taken by 
means of an advance from the Bank of France and the 
placing of public loans. One of the striking results was to 
bring from the French peasants and small shopkeepers the 
gold and silver that had been accumulating for generations. 
The hoards of gold and silver brought into the market by 
the provincial subscribers went to swell the monetary circu- 
lation and enabled the Bank of France within a few years to 
accumulate a coin reserve nearly twice as large as it had 
ever before held. This bank enjoys a financial independence 
in spite of the close official supervision exercised over it, 
and its development exhibits many of the most interesting 
phases of banking history outside of Great Britain. 

11. Germany. — The Bank of Prussia, developed into 
the Imperial Bank of Germany, called the Relchsbank, was 
created by virtue of an edict of 1765. It was at first exclu- 
sively an institution of state, its management being under a 
committee of direction appointed by the king. The bank 
was compelled to pay interest on the deposit of public funds 
and to pay 3 J per cent, on the capital contributed by the state 
and one-half of the net profit remaining after the payment 
of a dividend of a like amount to the shareholders. This 
resulted in large receipts to the government from these 
sources. The bank was granted the privilege of making 
loans on merchandise as well as on bullion and the pledge of 
securities. The statutes permitted loans on bullion at 95 per 
cent, of its value and on merchandise at from 50 to 60 per 
cent. The bills issued by the bank were not a legal tender 
and were redeemable in coin on demand, but they were 
accepted in public depositaries by virtue of a royal ordinance. 
When the Imperial Bank was established in 1875, there were 
thirty-three German banks in existence, including those of 
Prussia. 

The new Imperial Bank succeeded to the rights and obli- 
gations of the Bank of Prussia. Its organization made it 
entirely a private institution as to ownership, but essentially 
a public one as to management. A novel feature of the 
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German system of circulation is the authority given to the 
Imperial Bank to exceed the statutory limit of note issue 
without metallic security, on the payment of a tax at the rate 
of 5 per cent, on the excess of circulation. The bank has 
repeatedly taken advantage of this privilege. 

12. Norway. — The Bank of Norway was formed, in 
1816, with a capital of $2,000,000. Its establishment was 
not so much for the purpose of handling commercial bills as 
to develop the country's agricultural interests. The bank 
loaned on land up to two-thirds of its value, the borrower 
entering into an agreement to pay 5 per cent, of the principal 
each year in addition to the interest, thus liquidating the 
loan in 20 years. The notes of the bank are a legal tender 
in Norway. While the government is a large shareholder in 
the bank, it retains no official management of the affairs. 

13. Denmark. — The State Bank of Denmark, which 
was organized in 1813, was succeeded by the National Danish 
Bank in 1818. The organization of the State Bank was 
demanded by the disturbed condition of the finances of 
Denmark. In assuming the obligations of the State Bank, 
the National Bank found itself sufficiently burdened to war- 
rant the discontinuance of dividends for over 25 years. In 
issuing its notes, the bank was obliged to carry a metallic 
reserve of at least three-eighths of the face of the notes. The 
circulating notes of the bank are accepted as legal tender, 

14. Belgium. — The first banking institution in Belgium 
was established in 1822 and was called the General Society 
for the Promotion of National Industry. At first, it was 
largely a bank of circulation and discount. Its business, 
however, was extended and it furnished material assistance 
in developing the industries of the country. The refusal of 
the bank to respond to the demands of the government 
resulted in the formation of the Bank of Belgium in 1835. 
Three years afterwards credit was disturbed by a threatened 
war and the new bank found itself in an embarrassed condition. 
The older institution took advantage of this state of affairs 
and presented enough of the new bank's circulating notes for 
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payment to force it to suspend in 1838. The government 
aided the institution and it resumed business, but it again 
became embarrassed in 1842 and the public deposits were 
withdrawn from it. In 1848, political conditions were such 
that the credit of the two existing banks was affected to the 
extent of their becoming compelled to suspend specie pay- 
ments. This resulted in the formation by the government of 
a new institution known as the National Bank of Belgium, 
which was started in 1860. 

The National Bank of Belgium was not accorded the 
privilege of making loans on mortgages, nor was it per- 
mitted to invest its funds in any industrial enterprises. Its 
principal business was that of discounts and the issuing of 
notes. The management of the bank was in the hands of a 
governor appointed by the king and six directors chosen 
by the shareholders. The institution was granted a new 
charter in 1872, and by an act of June, 1873, its notes 
were made legal tender so long as they are redeemed in 
coin. It is said that the banks of Belgium have been freer 
from governmental interference than those of most European 
countries. 

15. Russia. — The issue of government notes was intro- 
duced in Russia as early as 1768, and proved popular, as it 
avoided the necessity of carrying copper money. At several 
periods following its adoption, however, the government 
was called on to pass through financial depressions due to 
the over circulation of its notes and their depreciation in 
value. Each time, a special effort was made to rescue the 
monetary system of the country, one of these being the 
establishment of the Bank of Russia in 1860. The object of 
the bank was to place under the direction of one institution 
the floating debt of the government. In 1862, the bank 
acted for the government in the purchase of lands for the 
peasants and was aided by the deposit of treasury funds 
without interest, for it appears to have been called on to 
issue more notes than its credit would warrant. The bank 
was reorganized in 1894 for the purpose of making it of 
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more assistance in the development of industry and the 
extension of commerce. It was then allowed to make loans 
to small farmers, peasants, and mechanics, on the pledge of 
their products and the guarantee of certain mutual aid 
societies formed for the purpose or of individuals in whom 
the bank had confidence. The bank held practically the 
same relation to the government as was borne by the Bank 
of England. Its bills took the place of government notes 
and its banking operations were little more than those of a 
government bureau. The Bank of Russia, from its organi- 
zation to the present time, has been subject to the control of 
the Russian government. 



AMERICAN BANKING 

16. Colonial Banks. — Banking in America, as in other 
countries, has been closely associated with its political 
history. It has been a gradual development from the 
institution needed to accommodate the simple demands of 
the early settlers to the requirements of the present day, 
when every facility is essential for the handling of projects 
involving capital beyond the dream of the early financier. 
In this brief outline, we can but touch on the different stages 
of its development. The Colonial Land Bank was succeeded 
by institutions created by the wisdom of the representatives 
of the thirteen original colonies, these being succeeded, in 
turn, by institutions established by an organized congress 
under the Federal constitution. Growing demands made 
greater facilities necessary, and the present system of state 
and national banks was the natural outcome. 

In 1701, John Coleman, a merchant of Boston, advocated 
the establishment of a land bank. The idea came from a 
similar movement a few years before in England, about the 
time of the formation of the Bank of England. It was the 
opinion of those behind the movement that the owner of 
real property should have paper money equal to the land 
value of his possessions. The scheme does not appear to 
have received serious consideration until 1715, when it 
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was presented to the provincial council, which forbade the 
organization unless authorized by the general assembly. 
This authority was granted in 1739, and the Massachusetts 
Land Bank was established with a capital of ,£150,000. Its 
charter granted the privilege of issuing circulating notes pay- 
able in 20 years in produce or manufactures. 

During the agitation of land banks, specie banks were 
organized in Boston in 1733. They were authorized to issue 
notes redeemable in silver in 15 years. These notes did not 
fill the need, as they were hoarded and not kept in circulation. 
In 1740, the English Parliament extended to the American 
colonies the act of 1720, which forbade the existence of all 
companies issuing paper money. This resulted in the closing 
of both land and specie banks. This step aroused a strong 
feeling against the government and contributed not a little 
to the influences that led to the war for independence. 

17. Banking Under the Continental Congress. 

Conant, in his "History of Modern Banks of Issue," states 
that the Bank of Pennsylvania, organized in Philadelphia in 
1780, was the first institution authorized by the Continental 
Congress to issue circulating notes. Its establishment 
appears to have been brought about by the needs of the 
army during the Revolutionary War. A meeting of citizens 
was held on June 7 of that year for the purpose of obtain- 
ing subscriptions to the proposed bank. The bank was 
authorized to issue interest-bearing notes and to use its 
credit for the purpose of borrowing money. It was under- 
stood that all amounts received from Congress were to be 
used in meeting the expenses of the bank and in the purchase 
of supplies for the Continental Army. After the organi- 
zation of the bank, Congress was notified that it awaited 
recognition. In response to the petition of the subscribers 
to the bank, Congress appointed a committee to confer 
with the representatives of the institution. The committee 
reported a resolution, which was unanimously adopted. The 
preamble to this resolution, as given by Knox's "History of 
Banking," was as follows: 
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"Whereas, A number of patriotic citizens of Pennsylvania 
have communicated to Congress a liberal offer, on their own 
credit, and by their own exertions, to supply and transport 
3,000,000 rations and 300 hogsheads of rum for the use of the 
army, and have established a bank for the sole purpose of 
obtaining and transporting the said supplies with the greater 
facility and despatch; and, 

"Whereas, On the one hand, the associators, animated 
to this laudable exertion by a desire to relieve the public 
necessities, mean not to derive from it the least pecuniary 
advantage, so on the other, it is just and reasonable that they 
should be fully reimbursed and indemnified." 

This bank ceased to exist in 1784, but during its short 
history it furnished material assistance to the army at a time 
when help was very much needed. 

18. The only bank that was permanently established 
under the Continental Congress was the Bank of North 
America, organized in Philadelphia in 1781. It was the only 
bank to which the Continental Congress granted a perpetual 
charter. There being some doubt as to the power of this 
body to grant a charter, a similar document was obtained 
from the state of Pennsylvania in April of the following year. 

It is said that in April, 1781, Alexander Hamilton, then 
prominent in the financial world, wrote to Robert Morris, 
who at that time was superintendent of finances, urging the 
establishment of a national bank. Morris drew up a plan on 
a scale somewhat less pretentious than that suggested by 
Hamilton, and it was presented to Congress in May, 1781. 
Although the idea met with considerable opposition, it 
was passed on favorably. The bank began business in 
January, 1782, under a charter granted on December 31 
previous. The several states were requested to ratify this 
charter, which, according to Knox's "History of Banking," 
was done by Connecticut, Rhode Island, New York, and 
Massachusetts. In 1785, the state of Pennsylvania repealed 
the perpetual charter previously granted, and the same was 
only renewed, in 1787, by the bank threatening to move to 
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Delaware, where a charter could be secured from the legis- 
lature of that state. 

At one time, the needs of the government were such that 
the institution was obliged to loan it a large amount of 
money. The specie held by the bank was withdrawn and its 
credit was threatened. It is said that the officials of the 
bank went so far as to ask, in the case of withdrawals, that 
the amount be returned in order that the coin reserve might 
be kept good. It is even stated that the institution brought 
all its coin reserve out of its vaults, placing the same on its 
counters, in order that its customers might receive the 
impression that the bank carried a large specie reserve. 
Three years after its establishment, however, it became 
stronger, and its notes were current throughout the country 
at par. When the bank entered the national system in 1863, 
owing to its long history, it was granted the privilege of 
retaining its name without the insertion of the word national. 

It was claimed by the officers of the bank, at the time of 
the introduction of the national system, that it already pos- 
sessed a national charter. From the fact, however, that the 
charter granted to it by the Continental Congress had never 
been confirmed by the government under the Federal con- 
stitution after 1789, it was held that the bank was practically 
operating under a state charter. 

19. First Bank of the United States. — After the 
adoption of the present constitution in 1789, Alexander 
Hamilton, the first secretary of the treasury, immediately 
agitated the question of a new national bank, holding that 
the Bank of North America, then in existence, had become 
practically a state institution. The plan of the new bank he 
had in mind was included in his report of 1790. It was pro- 
posed that the capital of the bank be $10,000,000, $2,000,000 
of which was to be subscribed by the United States, and a 
loan for this amount made by the bank to the government. 
The bank was to be authorized to loan money on real estate 
and its circulating notes were to be made receivable in pay- 
ment of all debts to the United States. A report of the 
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condition of the bank was to be furnished to the government 
whenever required, not oftener than once a week. The 
foreign shareholders of the bank were not to be permitted 
to vote by proxy, which practically prevented their having 
any voice in the management. The bank was not to be 
allowed to issue notes to an amount in excess of the capital 
stock, the directors being personally liable for any issue 
over and above this amount. 

Although the granting of the charter by the government 
was opposed by many prominently identified with Washing- 
ton's administration, he appears to have followed the advice 
of his secretary, and on February 25, 1791, it became a law. 

The bank opened for business in Philadelphia very soon 
after its charter was granted, and even before the govern- 
ment's subscription of $2,000,000 was paid. As authorized 
by the charter, branches were established at New. York, 
Baltimore, Boston, Washington, Norfolk, Charleston, Savan- 
nah, and New Orleans. The institution was apparently well 
managed and it appears to have been a great benefit to the 
government as well as to the people in general. The charter 
of the bank was to expire in 1811, and in 1809 efforts were 
made for its renewal. There appears to have been a change 
of sentiment, however, from that which existed at the time 
of the bank's organization. There was a strong opposition 
to the renewal of the charter, largely caused by the bank's 
foreign connections, and the bill granting renewal was 
indefinitely postponed by the act of the House and Senate in 
January, 1811. Owing to the rejection of this bill, the bank 
was obliged to liquidate. Most of its assets were purchased 
by Stephen Girard, of Philadelphia, who established the 
Girard Bank, which was converted into a national bank in 
1865 and is now in existence. 

20. Second Bank of the United States. — In 1815, 
Dallas, then secretary of the treasury, sent to the speaker of 
the House a communication in reference to the financial 
situation, stating it as his opinion that the state banks then 
in existence were not in a position, owing to their state 
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affiliations, to handle the national finances. He suggested 
the establishment of a national bank, and at the request of 
the currency committee of the House presented a plan for 
such an institution which was defeated. In 1816 a bill was 
introduced by Mr. Calhoun embodying the recommendations 
of Mr. Dallas. The bill passed both Houses in April of that 
year. The capital of the new bank, which opened in Phila- 
delphia, was authorized at $35,000,000, of which one-fifth 
was to be subscribed by the government. Five of the 
directors were to be appointed by the president, and all were 
to be citizens of the United States and were to serve without 
compensation. Unless otherwise directed by the secretary 
of the treasury, the public funds were to be deposited in the 
bank. It was granted a charter for 20 years, expiring in 
1836, and during this period Congress was to establish no 
other bank outside the District of Columbia. The directors 
were authorized to establish branches, and the circulating 
notes were receivable in payment of obligations to the gov- 
ernment. The bank was authorized to deal in bills of 
exchange, gold or silver bullion, and to loan money on 
goods and land. Unfortunately, the bank was established 
just previous to a monetary crisis. In 1819, land and agri- 
cultural products had depreciated in value about one-half, 
and in order to strengthen its credit, several methods 
not conducive to the permanency of the institution were 
resorted to. The agitation that resulted from a knowledge 
of the bank's condition caused a change in its management 
in 1819. 

At the beginning of the administration of President Jackson 
in 1829, the bank appears to have been in a prosperous con- 
dition. It had twenty-five branches in different cities of the 
Union, each having its own officers and a board of directors. 
Its bank notes were accepted at par in every part of the 
country, and even in foreign countries they were in use at the 
current rate of exchange. The bank at this time handled the 
entire revenue of the government. In view of this, the action 
of President Jackson, in his first annual message, in stating 
that the bank had failed to furnish a uniform and sound 
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currency, was a great surprise to the country generally. His 
action appears to have been caused by the attitude of the 
Portsmouth, N. H., branch, which had apparently been 
friendly to his political enemies. While the bank appeared 
to be perfectly sound, the action of the President caused a 
fear that he was in possession of information of which the 
public had not been advised, the effect being a rapid depreci- 
ation of the bank's stock. In 1830, a resolution was intro- 
duced in Congress in opposition to the renewal of its charter. 
This was defeated, and in 1831 a bill passed granting a 
recharter to the institution, but was vetoed by President 
Jackson, the veto, apparently, being based on the fact that 
the bank was a monopoly. The friends of the institution 
were unable to pass the bill over the President's veto and 
therefore were obliged to obtain a charter from a state legis- 
lature. This was secured from Pennsylvania, the legislature 
granting practically the same charter that had been given 
by the government, the bank retaining its original name. 
While the capital of the bank remained at $35,000,000 under 
the state charter, experience proved that this was too much 
for local needs, and the officers were led to make loans 
on questionable securities, which led to the suspension 
of the bank in 1838, and again in 1841, when it went into 
liquidation. 

21. National Banking System. — The national bank- 
ing system does not appear to have been a new discovery so 
much as a development from previous banking experience in 
the United States. The necessity for adopting some govern- 
ment system of banking was brought about by the Civil 
War. The system was not established, however, until the 
war was about two-thirds over. At the outbreak of the war, 
the state bank notes furnished the circulation among the 
people. Treasury payments, however, were made in specie 
and handled through the government. President Lincoln's 
secretary of the treasury became convinced that the opera- 
tions of the war could not be carried on on a basis of 
specie and state bank paper, and in December, 1861, he 
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recommended the plan of the national banking system in his 
report. In February, 1863, a bill incorporating Secretary 
Chase's recommendations passed Congress. It soon became 
necessary to establish a department to take charge of the 
national banks, and the office of comptroller of the currency 
was created. The first comptroller was Hugh McCulloch, 
whose first report in 1863 stated that 134 banks had already 
been organized under the system. The object of the 
national banking system was largely to bring the banks of 
the country under government supervision, to provide a 
market for government bonds, and to introduce a circulation 
based on government credit and that would not fluctuate in 
value. The principal feature of the new banking law was 
the provision for the deposit of government bonds as 
security for the circulating notes of the banks. 

Since the establishment of the system, there has been a 
constant increase in the number of national banks, either as 
new institutions or as reorganized banks formerly conducted 
under state charters. On October 31, 1904, there were 5,495 
national banking associations in existence, with an authorized 
capital of $781,126,335. 

22. State Banks. — The first banks organized under 
state charters in the United States were established in Penn- 
sylvania, Massachusetts, and New York. As already indi- 
cated, the Bank of North America, in Philadelphia, although 
organized under a charter granted by the Continental Con- 
gress, also received a charter from the state of Pennsylvania 
in 1782. Massachusetts granted a charter to the Massachu- 
setts Bank in 1784; and in 1791, a charter was granted by the 
New York legislature to the Bank of New York. It is not 
the purpose to present here a history of the development of 
banking in the different states. 

There appears to have been more doubt in the minds of 
the early legislators as to the power granted the govern- 
ment banks under the Federal constitution to issue circula- 
ting notes than as to whether state banks were permitted to 
issue notes under this act. While a majority of the banks 
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of the Eastern States were conducted on sound business 
principles, there was a tendency in some localities to establish 
a state bank for the purpose of issuing notes without due 
regard to the bank's ability to redeem them. It was possible 
in some states for dishonest men to mislead the public by the 
use of the bank's circulation. This necessarily brought about 
an unstable circulation, involving great loss to the holders. 
This resulted in the act of 1865, imposing a tax of 10 per 
cent, on the circulation of state banks, which naturally forced 
the state institutions to abandon this feature. The following 
table will convey something of an idea of the increase in the 
number of state banks: 



Year 


Number of Banks 


Capital 


1784 


3 


$ 2,000,000 


1800 


28 


21,000,000 


1840 


901 


358,000,000 


1860 


1,562 


421,000,000 


1904 


6,923 


347,000,000 



The above figures are quoted from Knox's "History of 
Banking" and from the report of the comptroller of the 
currency for 1904. It is conceded that, as the reports of the 
comptroller of the currency from which these figures are 
taken are purely voluntary, they are naturally somewhat 
incomplete. The noticeable reduction in the amount of the 
capital stock of banks organized under state authority from 
1860 to 1904 is doubtless explained by the fact that the 
establishment of the national banking system brought about 
the conversion into national banks of state institutions 
having large capital. 

23, Failures and Panics. — Ever since the establish- 
ment of financial institutions, there have been periods of 
depression, commonly called panics, which have always 
brought about the failure of some banking institutions. It 
is not important that the student of banking, as it exists 
today, should study the history and causes of panics of early 
times, but he should know the principal panics experienced 
by banks in this country. 
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The principal panics have been those of 1857, 1869, 1873, 
1884, 1890, and 1893. Although all these panics had a 
similar cause, some of them have been brought about by 
special conditions, which will be briefly mentioned. 

24. Up to the spring of 1857, it is said, there was no 
sign of an approaching crisis. The year 1856 had been a 
remarkable one in shipbuilding, railway earnings, abundant 
harvests, and extension of factories; in fact, there had 
been general prosperity* This, however, brought about its 
natural result; viz.,. the extension of loans by American 
banks beyond the point of conservatism. The prosperity of 
the country had also brought about overspeculation in every 
direction, and this was accompanied by an accumulation of 
goods in anticipation of what appeared to be a ready market. 
In the beginning of August of that year, the crisis com- 
menced with a few small failures and in 1 week the with- 
drawals of deposits, together with the hoarding of gold and 
silver, made it difficult to carry on business. By the month 
of October, business was practically at a standstill, money 
commanding an interest rate of 60 to 100 per cent. A gen- 
eral run on the banks commenced on October 9, and by 
October 13, eighteen banks had failed. Before the panic 
was over, fourteen railroads had suspended payment. 

The New York clearing house resorted to the issue of 
loan certificates in November, 1860, and was obliged to 
resort to their use in 1861, 1863, and 1864. This, however, 
was due to the general uncertainty just previous to and fol- 
lowing the opening of the Civil War. 

25. The next panic of importance was in 1869. It was 
brought about largely by accumulations of currency, espe- 
cially in New York City, to be used in stock and gold 
speculations. The crisis of this panic is known as " Black 
Friday.' ' For 2 or 3 years previous to this there had been 
a demand for currency inflation, and Secretary McCulloch 
had, under the law of 1866, diminished the amount of circu- 
lation materially. It was held by some that this was one of 
the main causes. 
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26. The panic of 1873 was ushered in by the failure of 
Jay Cooke & Co., of New York City, large operators in 
government securities, and incidentally the failure of the 
First National Bank, of Washington, and the National Bank 
of the Commonwealth, New York. Previous to this, how- 
ever, the unusual business prosperity in Europe had brought 
about the natural result of unsound and ruinous speculation. 
Conditions, especially in Austria, furnished signs of an 
impending crisis that was liable to affect the situation 
beyond its own borders, even before the failure of Jay 
Cooke & Co. There were different opinions as to the 
causes of this panic. The working of the national banking 
system had not at that time proved entirely satisfactory, and 
an agitation similar to that following the panic of 1869 was 
begun. There was a feeling on the part of the banks of the 
West and South that they had not received their share of 
the circulation allowed by law. Many failures occurred 
owing to the fact that sufficient currency to meet necessary 
payments was not obtainable. On the other hand, it was 
claimed that there was enough circulating medium, but that 
there were too many debts incurred for the purpose of crea- 
ting products in various forms beyond the demand. 

27. A business depression in 1883 brought about a num- 
ber of commercial failures. As a result of this, considerable 
financial uneasiness was felt at the beginning of 1884, one of 
the first results being the appointment of a receiver for 
the New York and New England Railroad Company. The 
failure of other corporations followed, the feeling of uncer- 
tainty culminating, in May, with the failure of the Marine 
National Bank, of New York, and the failure of Grant & 
Ward, followed by several others, including the Metro- 
politan National Bank, of New York. The result of these 
and a large number of other failures of banks and com- 
mercial houses throughout the country brought about a 
rapid depreciation in the values of stocks and bonds. In the 
panic of 1873, clearing houses in several of the larger cities 
issued clearing-house certificates, but in the panic of 1884 
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the New York clearing house was the only one to resort to 
their use, and during the year eleven banks were placed in 
the hands of receivers. 

28. Early in the spring of 1890, it was apparent that 
unfavorable conditions existed. Up to midsummer, it had 
been a year of more than average business activity, but agri- 
cultural interests were not in a satisfactory condition and it 
was evident that overtrading and unhealthy expansion was 
to bring about a reaction in the near future. A large 
amount of the loanable capital of the Eastern States had 
been absorbed in Western real estate and in corporations 
organized for the purpose of manufacturing or for supplying 
water and light to the inhabitants of rapidly growing cities 
and villages. Europe, on account of local demands, dis- 
posed of many of her securities in New York, adding to the 
embarrassment of Eastern financial concerns. Deposits in 
Western cities were withdrawn, this stringency culminating 
in several failures in the East in November. The situation 
was made worse by the failure of Baring Brothers, in 
London. The clearing houses of the principal cities again 
resorted to the issuance of clearing-house certificates, thus 
bringing some relief to the situation. 

29. The panic of 1893 was one of the worst financial 
crises that has ever occurred in the United States. The 
business of the country was being conducted almost entirely 
on the volume of paper currency issued by the United States 
Treasury. Early in the year, doubts began to be enter- 
tained as to the power of the government to redeem this 
outstanding circulation in gold. This feeling became gen- 
eral, resulting in the withdrawal of deposits and a corre- 
sponding contraction of loans. The comptroller of the 
currency reported that during the year 158 national banks 
with a capitalization of over $30,000,000 had been obliged 
to suspend. The shrinkage in the individual deposits of 
national banks from May 4 to July 12 exceeded $190,000,000, 
while the withdrawal of deposits from state and savings 
banks was correspondingly large. The situation in the 



26 HISTORY OF BANKING §1 

reserve cities was aggravated by the demands of the interior 
banks. Conditions were materially relieved by the issue of 
clearing-house certificates in all the large cities. While the 
banks were prevented by law from issuing anything in the 
form of notes, many corporations resorted to the issue, in 
one form or another, of certificates that passed for the time 
being as cash and helped to relieve the situation. Owing to 
the extent of this panic, the country was slow in recovering. 
Financial history makes it clear that from time to time 
serious financial depressions will occur and that sometimes 
such depressions are not due to natural conditions, such as 
crop failures, etc., but rather to. the tendency to discount 
future prosperity by unwarranted extension of credit and 
inflation of values. 



NATIONAL AND STATE BANKS 

(PART 1) 



INTRODUCTION 



FUNCTIONS OF BANKS 

1. Webster gives as a definition of bank: "A place for 
deposit and exchange of money.' ' While the development 
of banking has been such that the modern bank handles 
many matters not covered by this definition, it is a concise 
statement of the principal functions of a bank. 

Incorporated banks, in the United States, are divided into 
national, state, and savings banks, and trust companies. 

2. National banks are chartered by the federal govern- 
ment. Their powers or functions are set forth in the 
National Bank Act, and include such others as are held by 
the courts to be incidental or essential to the exercise of 
these powers. 

They may receive general and special deposits; loan money 
on personal security; buy and sell exchange, coin, and 
bullion; discount negotiable paper; act as agent in collecting, 
remitting, etc.; issue promissory notes, known as bank notes; 
issue certificates of deposit; buy and sell government and 
other bonds; etc. They are often called on to represent their 
depositors in the purchase and sale of securities through 
markets located at other points. 

3. State banks are chartered by the several state 
governments. Their powers are much the same as those 
of national banks, but are limited to those expressly granted 
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by their respective charters, and to such others as are held 
by the courts to be incidental or essential to their exercise. 
There are, however, three special points of difference 
between the powers generally granted them and those 
granted national banks, to which attention should be called: 
(1) They may make loans on real estate as well as on 
personal property; (2) they may operate branches; (3) while 
they may issue bank notes they do not find it profitable to do 
so, owing to a provision of the National Bank Act, which places 
a prohibitive tax of 10 per cent, on all issues other than those 
of national banks. 

RELATION OF BANKS TO THE COMMUNITY 

4. A banking institution is demanded in every progressive 
community, and it becomes the leading factor in its com- 
mercial development. The principal use made of its funds is 
in the establishment and development of local enterprises — 
railroad, manufacturing, commercial, municipal, and agri- 
cultural. When local demands are not sufficient to keep the 
deposits in active use, the unrequired surplus is deposited 
with, or loaned through, its correspondents in other cities 
and towns where it can be utilized. It thus operates as the 
distributor of the wealth of its section. When the local 
demands exceed the supply, the bank draws on its corre- 
spondents in other towns and cities for additional funds. 
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ORGANIZATION 



PROCEDURE 

5. National Banks. — Persons desiring to organize a 
national bank should apply to the comptroller of the cur- 
rency at Washington, who will furnish them a printed form 
of application for organization. On receipt of this applica- 
tion blank properly filled out and signed by the organizers, 
the comptroller will send them a pamphlet containing all 
necessary instructions in regard to the procedure. National 
banks are chartered for a term of 20 years only; but at any 
time within 2 years of the expiration of its charter, a bank, 
on application to the comptroller of the currency, may have 
the same extended for a further term of not more than 
20 years, provided that it has complied with all requirements 
relating to such extension. National banks are not per- 
mitted, by their charters, to establish branches. If, however, 
a state bank is converted into a national bank, it is authorized 
to retain such branches as were established previous to the 
conversion, provided that such retention is approved by the 
comptroller of the currency. 

6. State Banks. — Persons wishing to organize a state 
bank should select a competent attorney, who will advise 
them as to the procedure and draw up the incorporation 
papers in accordance with the laws of the state in which it is 
to be located. 

State banks are under the supervision of the state com- 
missioner or superintendent of banking or other correspond- 
ing state officer or board. Their relation to this officer is 
similar to that of the national banks to the comptroller of 
the currency. 
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CAPITAL STOCK 

7. Every incorporated bank, except a mutual savings 
bank, whether operating under a national or state charter, is 
established on the basis of a subscribed fund, known as its 
capital stock. A national bank is required to have a cap- 
ital of $25,000 in towns not exceeding 3,000 inhabitants; 
$60,000, in towns not exceeding 6,000; $100,000, in cities 
not exceeding 50,000 inhabitants; and $200,000, in cities 
exceeding 50,000. The stock of a bank is usually divided 
into shares of $100 each. As an acknowledgment to the 
holder of these shares, a certificate of stock is issued as 
shown in Fig. 1. 

jjF* vaLt U tmti Artity ktf, attty*, and fcabfet ««to 

ft&at* of (At cajuiaf ttoefc HJpMnUl ly 



ikt wlkm, certificate, and do kt\dy rtUvocoily «>^(u(c and ajijioimL 



attorney to ttanftfet tie laid ttoefc on tie ioota of tit wtkm, named (amlc *itk 
faff jw»* of ftubtiUioft m tt* jftomitae, 

*«._ 



Fio. 2 

Provision is made on the back of each certificate for its 
transfer to another holder for value. If it is the desire of 
the holder of the certificate to dispose of his interest in the 
bank, a proper execution of this form is recognized by the 
bank as a transfer of the same. Fig. 2 gives a form of 
assignment in common use. 

The bank makes a record of all certificates of stock issued, 
on the stubs of the certificate book. This stub also pro- 
vides for a receipt for the certificates delivered as shown 
in Fig. 3. 
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A record of the stock owned by each stockholder is kept 
in the stock ledger, a form of which is shown in Fig. 4. 
An account is opened with each original stockholder and he 

is credited with the 



lUd 



P<JUi 4t< 



Uii day «f 4M- 



stock bought and 
debited with that 
sold. The accounts 
of subsequent own- 
ers of the stock are 
opened on the same 
page, so that changes 
of ownership are 
JIUSuhA \L aLu <UmU c«<^«it*: readily followed. 

A daily record of 

all transactions in 

the stock of the bank 

is kept in the stock 

registry and transfer 
book such as is shown 
in Fig. 5. The items 

are posted from the 

stubs of the stock 

(t^«fU.fUf*flh ) certificate * as *«y 

X ^ ' r ' v ' are issued, so that 

Pl °* 8 the book contains a 

record both of the original issue of stock and of each sub- 
sequent transfer. 

CIRCUXATTON 

8. As already indicated, a feature of national banks 
encouraged by the government is the issue of circulating 
notes under the guarantee of the government, and secured 
by the deposit of government bonds with the treasurer of the 
United States. The comptroller of the currency is author- 
ized to issue to a national bank circulating notes to the 
amount of its capital stock, and to the par value of the 
bonds deposited by it as security. Should the market 
value of the bonds decline below par, the comptroller of the 
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currency is authorized to require a deposit of additional bonds 
to cover the decline. When United States 2-per-cent. bonds 
of 1930 are deposited as security, a semiannual tax of one- 
fourth of 1 per cent, is imposed on such circulation; but 
when other government bonds are deposited, the tax is 
one-half of 1 per cent, semiannually. 

Each bank located in other than a reserve city is required 
to select, subject to the approval of the comptroller of the 
currency, a bank in a reserve city at which it will redeem its 
circulating notes at par. The government, being the guaran- 
tor of the payment of circulating notes, is also called on 
from time to time to redeem them. To provide a fund for 
the redemption of these notes, each national bank is required 
tojceep in the treasury of the United States a sum equal to 
5 per cent, of its outstanding circulation. Circulating notes 
presented at the office of the treasurer of the United States 
at Washington for redemption are charged against the fund 
of the issuing bank. Whenever redemptions amount to the 
sum of $500, the bank is notified, and required to deposit 
that amount in United States notes with the United States 
treasurer, thereby maintaining the 5-per-cent. fund intact. 
Notes received, as above, for redemption in condition to 
warrant continued use are forwarded to the issuing bank, 
the balance destroyed, and new United States notes issued 
in their stead. Worn out and mutilated circulating notes 
are destroyed by maceration under the direction of the 
comptroller of the currency in the presence of four persons — 
one appointed by the. secretary of the treasury, one by the 
comptroller of the currency, one by the treasurer of the United 
States, and one by the bank, under regulations prescribed by 
the secretary of the treasury. On proof of this destruction, 
the comptroller of the currency delivers to each bank other 
blank circulating notes to an amount equal to that destroyed. 

In case a bank desires to withdraw its circulation, it 
deposits with the government, in cash, the amount of its out- 
standing circulating notes, the bonds being surrendered by 
the government on receipt of this deposit, and the notes as 
presented charged against the fund thus established. 
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RESERVE 

9. National banks in the central reserve cities and the 
reserve cities are required to maintain a reserve of 25 per 
cent, of their deposits. Those in the three central reserve 
cities, which are New York, Chicago, and St. Louis, are 
required to carry this reserve in their own vaults. Those in 
the reserve cities may carry one-half of their reserve with 
national banks in the central reserve cities. In January, 1905, 
the reserve cities were Albany, Baltimore, Boston, Brooklyn, 
Cedar Rapids, Cincinnati, Cleveland, Columbus, Dallas, 
Denver, Des Moines, Detroit, Dubuque, Fort Worth, Hous- 
ton, Indianapolis, Kansas City (Kans.), Kansas City (Mo.), 
Lincoln, Los Angeles, Louisville, Milwaukee, Minneapolis, 
New Orleans, Omaha, Philadelphia, Pittsburg, Portland (Ore.) , 
St. Joseph, St. Paul, Salt Lake City, San Francisco, Savannah, 
Washington, D. C, and Wichita. Other national banks are 
required to carry a reserve of 15 per cent., three-fifths of 
which may be deposited in banks in any reserve city approved 
by the comptroller. 

On application of three-fourths of the national banks in a 
city of not less than 50,000 inhabitants, the comptroller of 
the currency has authority to declare it a reserve city. On 
application of three-fourths of the national banks in a city of 
not less than 200,000 inhabitants, the comptroller of the 
currency has authority, with the approval of the secretary of 
the treasury, to declare it a central reserve city. 

The method of calculating the legal reserve may be out- 
lined as follows: 

1. The deposits on which the percentage of reserve is 
calculated includes: (a) All individual deposits and gov- 
ernment deposits, (b) Amount due to other banks, less the 
amount due from other banks; when the amount due from 
banks exceeds the amount due to banks, this item is omitted. 
(c) Unpaid dividends. 

2. Calculate the per cent, reserve required, on the total 
of the above and from it deduct the 5-per-cent. redemption 
fund with the United States treasurer. 
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3. The balance remaining is divided as follows in banks 
required to maintain a 15-per-cent. reserve, (a) Three-fifths, 
or 9 per cent., must be covered by the net deposit with the 
reserve agent, (b) Two-fifths, or 6 per cent., must be law- 
ful money in the vaults. This includes United States certifi- 
cates of deposit, and all other money, except national bank 
notes, nickels, and cents. 

State banks are generally required to maintain a cash 
reserve to meet the probable demands of depositors. 



DIRECTORS AND OFFICERS 

10. The directors are chosen annually by the stock- 
holders from among their number. The number is fixed by 
the articles of association, but in a national bank there must 
be at least five directors. To qualify as a director of a 
national bank: " Every director must, during his whole term 
of service, be a citizen of the United States, and at least three- 
fourths of the directors must have resided in the state, terri- 
tory, or district in which the association is located, for at 
least 1 year immediately preceding their election, and must 
be residents therein during their continuance in office. Every 
director must own, in his own right, at least ten shares of 
the capital stock of the association of which he is a director. 
Any director who ceases to be the owner of ten shares of the 
stock, or who becomes in any other manner disqualified shall 
thereby vacate his place." The directors are the governing 
body of the bank, being represented in the active management 
by one or more members acting as president or vice-president 
or both. They exercise the general supervision of the man- 
agement of the bank, adopting measures by which they are 
kept informed as to the conduct of its affairs, and confirming 
the statements made in its published reports. 

In some banks, the board passes on all propositions for 
loans or discounts ; in others, matters of this character are 
handled either by the officers or by a loan committee chosen 
by the board from its members, and a statement sub- 
mitted to the board for its approval. It is customary for 
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representatives of the board to prove the assets of the bank, 
by personal examination from time to time. Whether or not 
the directors take an active part in either the establishment 
or the carrying out of the bank's policy, and whether or not 
they are informed as to the honesty or efficiency of its man- 
agement, they are held responsible for its success or failure. 
In some cases this is extended beyond moral responsibility. 
In instances where it has been shown that losses have occurred 
as a result of the failure of the directors to properly discharge 
the duties or assume the responsibilities belonging to the 
office, the members have been held personally liable 
for all or a portion of such loss. When directors place in the 
hands of officers unlimited power as to the conduct of a bank 
and no effort is made by them to ascertain how that power 
is being exercised, they must assume the moral responsi- 
bility, at least, if failure is brought about by incompetent or 
criminal management. 

Justice Ligon, in a recent decision, states as follows: "The 
directors of a banking or other corporation are, in the man- 
agement of its affairs, only trustees for its creditors and 
stockholders, and are bound to administer its affairs accord- 
ing to the terms of its charter and in good faith. If they 
fail in either respect they are liable to the party in interest 
who is injured by it for a breach of trust and may be made 
to account with him." 

The functions and responsibilities of this body are covered 
in the brief statement that "directors are chosen to direct." 

11. The president of a bank must be a member of its 
board of directors, and, as such, a stockholder in the insti- 
tution. His activity in connection with the affairs of a bank 
will largely depend on its location and the amount of 
business it transacts. In the smaller communities, the 
president is usually an inactive officer, calling at the bank 
occasionally in order that he may keep in touch with its 
affairs. He should preside at all meetings of the directors, 
keeping them informed of such matters as should properly 
come to their attention. Whether active or inactive, he is 
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practically the managing director, and as such he is respon- 
sible to the board not only for the handling of those matters 
that come directly under his supervision, but for the general 
conduct of the bank's affairs as well. While it is not 
expected that the president of a bank shall pass on the minor 
matters connected with its daily routine, more or less 
responsibility rests with him through his recommendation or 
appointment of junior officials and employes. In smaller 
communities, however, local conditions are such that this 
responsibility is largely transferred to the cashier, who is 
the principal active official. 

The duties of the president require a familiarity with the 
state of the bank's deposits and the earnings resulting there- 
from and embrace a general supervision of its investments, 
including loans. He should make every effort to increase 
the number of patrons of the bank, making the strongest 
connections possible with the best business interests of the 
community. He should encourage frequent conferences 
with his junior officials, keeping in as close touch with the 
bank's affairs as his time will permit. 

12. In small banks, the office of vice-president is 
honorary only, being filled by a member of the board of 
directors whose name will add to the strength of the bank. 
He has little responsibility beyond that of a member of the 
board except to assume the duties of the president in the 
latter's absence. In large cities, however, the vice-president 
is an active official, assuming some of the duties and respon- 
sibilities that usually devolve on the president, and taking 
the place of that official in his absence. In the larger banks, 
several vice-presidents are chosen, each assuming the 
responsibility for a certain department of the bank's work. 
The duties mentioned in connection with the office of presi- 
dent, with the exception of those that belong exclusively to 
that officer, apply also to the holder of this office. 

13. In practically all banking institutions, whether state 
or national, the cashier is the active executive officer. He 
is supposed to have in his custody all. the books, bills of 
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exchange, notes, all other evidences of debt due the bank, 
and, indeed, all its movable property; and while it is usuaily 
necessary to have a large part of the detail work of the bank 
done by tellers and assistants, the responsibility rests 
primarily on the cashier. He is obliged to keep in close 
touch with the machinery of the bank, in the large banks 
doing this through the assistant cashiers and heads of 
departments. He acts as the intermediary between the 
working force of the bank and the higher officials or the 
board of directors. He sees to it that statements are ren- 
dered to him covering every department of the bank in such 
shape as will convey such information respecting the detail 
work of the institution as it is necessary for him to know. 
These reports are presented, in condensed form, to the 
board of directors at their meetings and are at all times open 
to the higher officials of the bank for inspection. Unless 
delegated by him to assistants, he has in charge the employ- 
ment of junior clerks and the purchase of supplies. He also 
attends to the correspondence of the bank, and, in some 
instances, is authorized to loan the bank's funds and make 
its investments. It is his business to wait on the customers 
of the bank in such matters as do not include the receiving 
of deposits, the cashing of checks, etc., which is done 
through assistants and heads of departments. 

The cashier is expected to keep in close touch with the 
community, particularly the customers of the bank. If the 
size of the institution makes it necessary for him to assign a 
large part of his work to assistants, he makes it his business 
to see that these duties are performed in a manner that will 
be creditable to the bank and tend to further its interests. 

It is the cashier's duty to keep in close touch with the com- 
mercial development of the community, interesting himself 
in any new enterprises of good standing that may be estab- 
lished. He should thoroughly familiarize himself with local 
credit in order that he may intelligently pass on requests for 
loans or be in a position to advise the higher officials intel- 
ligently when such matters are presented to them for action. 
It is also the cashier's duty to superintend the preparation 
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of the regular reports made to the comptroller of the cur- 
rency, and to the banking department in the case of state 
institutions. 

A cashier should command the respect of all junior officers 
and employes and secure from them their cordial support. 
He should enjoy the confidence not only of the customers of 
the bank but of the community in general, and should pos- 
sess such qualities as will enable him to attract desirable 
business to the institution, and at the same time to refuse 
undesirable business in a way that will not give offense. 
His character should be such that his associations outside 
of the bank will naturally be with those whose morality and 
integrity give them a high standing in the community. 

He generally acts as secretary of the board of directors at 
their meetings. 

14. The office of assistant cashier is filled only when 
the business of a bank warrants the division of a cashier's 
duties and responsibilities. The assistant cashier should 
possess the same qualities as the cashier. To him are 
usually assigned some of the minor duties of the cashier, 
and he is expected to familiarize himself with the duties of 
that office to such an extent as will enable him to take the 
place of the cashier during his absence from business. In 
large banks, where several assistant cashiers are appointed, 
each one usually has some special feature of the wdrk in 
charge. The assistant cashier usually handles the corre- 
spondence in regard to minor matters, and also assists in 
attending to the wants of patrons of the bank that require 
the consideration of an officer. While the work of an assist- 
ant cashier as outlined by some banks differs from that 
belonging to a similar official in other institutions of the 
same character, in all banks it is practically that implied by 
the title; namely, that of assistant to the cashier. 

15. While it is necessary for a bank officer to be well 
informed as to legal requirements, the usual questions 
that constantly arise demand a knowledge of the law 
obtainable only by a study of the existing statutes and 
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precedents established, as well as of the new decisions 
that are being constantly rendered. It is nsual to employ 
the services of a legal advisor for this purpose. He 
occupies an important position, and often saves large losses 
by putting transactions on a legal basis. 



OPERATION 



BOOKS, RECORDS, FORMS, AND METHODS 

16. One of the important records of a bank is the 
minute book, in which are entered the proceedings at the 
meetings of the board of directors. It is necessary for 
these meetings to be held strictly according to law, and the 
minutes must show the date of each meeting, the members 
present, and a detailed statement of every action taken. 
Among the matters to be incorporated are a record of the 
election of officers, the appointment of junior officials, and 
any authorization required by the cashier or other official for 
the transaction of the bank's business. Such authorizations 
are not granted by a bank's charter. It is also often neces- 
sary to furnish a copy of the resolutions authorizing the 
signatures to correspondent banks, and for the assigning of 
bonds standing in a bank's name. 

Careful records should be kept of the transactions of a 
bank, as it is constantly handling money or its equivalent 
for customers, and it is sometimes the case that lawsuits 
require the production in court of certain records. It is 
important, therefore, that every receipt and payment by a 
bank, as well as the handling of all papers, should be entered 
in such a way that the entire transaction can be explained 
years afterwards, and any difference promptly located. 

Each bank must adopt some system of making its charges, 
credits, and transfers other than those represented by 
checks, drafts, receipts, and deposit tickets. Some banks 
use separate charge and credit slips, such as are shown 
in Pigs. 6 and 7; in others, a combination charge and credit 
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slip is used. In large banks, where a great number of 
entries are to be put through, it is customary for each depart- 

CHARGE -JZ/yb/rp i9o_ 



FlO. 6 



CREDIT j^/^J- 7 <a » 



/V*fr 



^ 



s 



Fio. 7 

ment to have a sheet, or ticket, on which it lists such debits 
and credits. 

RECEIVING-TEMPER'S DEPARTMENT 

17. The receiving teller, also known as the second 

teller, receives all deposits from local customers; these 
deposits are made in the form of currency, coin, checks, 
and drafts. They are listed by the depositor on a deposit 
slip, as shown in Fig. 8, which gives the name of the 
depositor, the date of the deposit, the amount of currency 
and specie, and a list of the checks, the name of the bank 
being given if the checks are drawn on a local institution, 
and the name of the city if on an out-of-town bank. It is 
the duty of the teller to see that the currency and coin are 
genuine, and that the coin is not so mutilated as to prevent 
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DEPOSITED BY 




its circulation or redemption by the government at its face 
value. He also examines the indorsement of each item to 
see that it is properly indorsed by the payee, and, if the 
payee is other than the depositor, that the depositor's 
indorsement is placed thereon. The entries on the deposit 
slip are confirmed by the teller, the correctness of each item 
being indicated by some kind of a mark, and an entry of the 
total amount made on the debit side of the pass book, 
which is furnished each depositor when his account is opened. 

Its form is shown in Fig. 9. 
The entries bear the initials 
of the person making them 
and furnish the depositor a 
receipt for the amount. At 
certain periods, the pass 
book is left at the bank to 
be balanced. In some banks, 
the checks are listed in detail 
on the credit side of the 
book, and the total of these, 
together with the balance 
due the depositor, will equal 
the total deposits. In other 
banks, a detailed statement 
is rendered, and only the 
total of the drafts drawn 
appear on the credit side, 
returned to the depositor, it is 
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When the pass book is 
accompanied by the vouchers. 

In many banks, the teller collects and credits the coupons 
received from the depositors. The coupons are so assorted 
that each lot will contain those payable at the same place. 
These are sent out by messengers after being scheduled as 
shown in Fig. 10. 

The teller should report any unusually large deposits to 
the officers that they may be informed as to loanable funds. 
During the day, in case a depositor wishes to draw against 
funds immediately after they have been deposited, the teller 
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will be called on by the bookkeeper to decide whether or 
not it is safe to pay against such deposits. 

As the deposits are received, they are listed in the receiv- 
ing-teller's proof book, which is shown in Fig. 11, and 
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Fig. 10 

the deposit slip sent to the bookkeeper. The items included 
in deposits, which are drawn against accounts in the bank, 
are listed on the proof book against their respective ledgers 
under the heading of Home Debits. The items charged to 
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the respective tellers are also listed in this book under the 
proper heading. At the close of the day, the totals are 
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entered on the receiving-teller's proof sheet, shown in 
Fig. 12. The total deposits, which in this case would be for 
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individual accounts only, are entered under the heading of 
Receipts. On the other side of the account is entered the 
total of the Home Debits. These, together with the exchanges 
(which consist of the items assorted and prepared for the 
clearing house for the following morning), the items charged 
to the respective tellers, the drafts on out-of-town points 
taken as cash, and the cash balance on hand should equal the 
total of deposits. The proof sheet also shows a record of 
the cash in detail. 

In the larger banks, the person that handles the currency 
is obliged to make a study of counterfeit money and so 
familiarize himself with genuine bills that he will instantly 
detect the average counterfeit. Nearly every note issued by 
the government and many of those issued by national banks 
have been counterfeited. There are two classes of counter- 
feits. One consists of roughly made notes that are not 
expected to deceive experts or pass among people accus- 
tomed to the handling of money; the other class consists of 
notes made by the finest engravers, some of whom were 
formerly in the employ of the government and who are able 
to make notes so like the genuine in appearance as often to 
deceive even government experts. It is held by some that 
the counterfeit $100 note of a Pittsburg, Pa., national 
bank represents, in many ways, finer engraving than the 
genuine note issued by the government. The differences 
are sometimes so minute that a magnifying glass must be 
used to detect them. For example, the genuine $10 national 
bank note shows a nick about half the size of a pin head 
in the vignette on the left-hand side. This nick has never 
appeared in the counterfeit note. One of the difficulties 
encountered by counterfeiters is the weaving into the paper 
of silk threads in certain parts, and this has caused the 
detection of many counterfeits. The process is known 
only to the government, although in recent years counter- 
feiters have provided a substitute by splitting notes and 
placing threads between the parts. Counterfeiters also find 
difficulty in imitating the perfect lathe work done by the 
government. 
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Counterfeit notes that reach the government office are 
destroyed by cutting the word Counterfeit across the face. 
They are then sent for examination to the bank that deposited 
them, after which they are returned to the treasury depart- 
ment. Bank cashiers are also required to mark counterfeit 
notes discovered by them in such a way as will prevent their 
circulation. 

PAYING-TEIiliER'S DEPARTMENT 

18. The paying teller, also called the first teller, is 

in charge of all the cash of the bank, all cash received 
finding its way to his department and all cash payments being 
made therefrom. His duties require that he shall be prepared 
at all times to meet the reasonable demands of depositors 
and correspondents, reporting to an officer of the bank, in 
case the stock on hand of any particular denomination of 
currency has become exhausted, and he is not able to obtain 
a new supply from sources of which he has knowledge. 
Fig. 13 gives an idea of the cash and its subdivisions. 

The paying teller receives from the other departments the 
currency and coin taken in during the regular course of 
business, giving his receipt therefor and crediting the 
amount to such departments on his settlement book. This 
currency, together with that received by registered mail and 
express, is examined by him or his assistants, and counter- 
feit and mutilated currency and coin rejected. The balance 
is prepared for repayment, or reshipment, or is put in pack- 
ages to be forwarded to one of the government subtreasuries 
or to the treasurer of the United States at Washington for 
redemption. Shipments to the government consist of notes 
of one kind or another that are not fit for circulation. They 
are put up in packages of one hundred bills each, assorted 
according to denominations and kind, and the bank receives 
in exchange a New York draft or other currency. 

It is also the duty of the paying teller to prepare the pay 
rolls in the denominations required by the bank's customers. 
If the bank is located in a city where there is a branch office 
of the government, he is called on to make payments to the 
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CURRENCY MOVEMENT 

Eastern National Bank, New York, 190 
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PAYMENTS 



CUarine Mouse debit balance. 






Payments to Subtreasury, viz*: 






























Shipments to correspondents* and Jaree payments over counter, viz,: 
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government for the bank's correspondents, to cover ship- 
ments of coin, or to meet payments on account of internal 
revenue, etc. He is expected to keep informed as to the 
movements of currency as affected by the moving of the 
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Pio. 16 

crops, etc., and is required to notify the officers of the 
bank of any large payments or receipts of currency or coin, 
in order that they may know at all times the condition of 
the bank's reserve. Fig. 14 shows a specimen report of 
cash movements. 
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The different departments 
deliver to the paying-teller's 
department not only the cash 
received but also such items 
as are to be charged to ac- 
counts. Fig. 15 shows that 
part of the paying-teller's 
proof book on which such 
items are entered in detail. 
In the majority of the larger 
banks, the paying teller 
charges all clearing-house 
items to some other depart- 
ment where they are pre- 
pared for the clearing house 
on the following morning. 
In some institutions, these 
items are handled through 
the note-teller's department, 
and Fig. 16 gives that part 
of the teller's proof book 
on which such items are en- 
tered, together with columns 
for the entry of charges to 
the different ledgers such as 
Individuals, National Banks, 
and State Banks. When all 
items are entered, they are 
footed and a proof of the 
day's work made on a form 
shown in Fig. 17. As indi- 
cated, the total exchanges 
to and from the clearing 
house are handled through 
the paying-teller's depart- 
ment. On the credit side, 
the exchanges from the re- 
ceiving teller, note teller, 
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and the morning additions will equal the exchanges to the 
clearing house that appear on the debit side. Also, the 
exchanges from the clearing house on the credit side should 
balance the checks charged (exchanges), with the" exception 
of the items from the exchange, returned for one reason or 
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Fig. 18 



another to the banks from which they were received. The 
first entry appearing in the proof book is the cash on hand 
at the opening of business. If there has been no error in 
the work of the day or in the record, the difference between 
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Pig. 19 

the debit and credit sides should be the cash on hand at the 
close of business. Fig. 18 is the form of that part of the 
proof book on which the cash is entered in detail. 

All orders for the payment of money must be signed by 
the persons authorized to disburse the funds of the accounts 
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against which they are drawn. Figs. 19 and 20 show speci- 
mens of checks and drafts in common use. In the case of an 
individual, the order must be signed by that person or by an 
attorney authorized by him in writing filed with the bank; in 
the case of a firm, the signature must be made by one of the 

Equitable National Bank nojuoo* 

HARTFORD. CONN.r?^/^l 9Q— 
Order ™ » nr^^^^^^y£^^^ 



TO EASTERN NATIONAL BANE. 
Nbw York. 



I J^^i^u 



Fig. 20 

members or by such person as has been authorized by all 
members of the partnership; in the case of a corporation, 
drafts are signed by one or more of its duly authorized offi- 
cials. When an account is opened, the authorized signature 
is filed with the bank, usually on a card like that shown in 
Fig. 21, so that it can be conveniently referred to. 
The most imper- 
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tant work of the pay- n 
ing teller is to pass 
on the genuineness 
of signatures. In 
some of the larger 
banks, he pays from 
5,000 to 10,000 
checks each day, and 
it is necessary to be 
familiar with the sig- 
natures of all having 
authority to draw funds from the bank, as the obtaining of 
money on forged signatures is commonly resorted to by the 
criminal classes. Such forgeries are easily detected. In the 
examination of signatures, the teller is dependent on certain 
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characteristics shown by each signature, and if these are 
missing to any extent the trained eye will detect it. 

19* The indorsement on any order should correspond 
in every particular with the name of the payee. If there 
should be an error in the drawing of the order and the name 
of the payee should not be exactly correct, the indorsement 
should be written the same as the payee and followed by 
the correct name of the party, as for example, a check drawn 
payable to Samuel T. Granville, when the correct name is 
Samuel F. Granville, should be indorsed as shown in Fig. 22. 
If the order is drawn payable to a party as manager, 
attorney, or agent, the indorsement should include this title; 

if drawn in favor of an indi- 
vidual and the amount is in- 
tended to be paid to him as an 
official of a corporation or a 
member of a firm, the indi- 
vidual indorsement should ap- 
pear first, followed by the 
payee's official indorsement; 
if drawn payable to a corpora- 
tion, the indorsement should 
be made by an official author- 
ized to receive and disburse funds, such as the president, 
treasurer, or assistant treasurer, and, in some cases, the 
secretary or assistant secretary. Such indorsements should 
not be made by a manager or superintendent, unless officially 
authorized and guaranteed in writing and a copy of the 
authorization and guarantee filed with the bank. 

Indorsements should be in such form as will transfer the 
amount of the draft, and it is a well-established ruling of 
court that when a payee indorses with the words, "For 
account of," "For collection,' ' or "For collection for account 
of," that the amount is not transferred to such indorsee, but 
that on the other hand such indorsee is simply acting as 
collection agent. Under this ruling, if all indorsements 
were similarly worded, the paying bank could look only to 
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the original payee in case of any irregularity in the draft, as 
each indorser could refuse responsibility on the ground that 
he was acting as collection agent only. Where the amount 
of the item is to be transferred from one to another, each 

indorsement should read "Pay to," "Pay to or order," 

or "Pay to the order of " 

In case the payee is unable to write, the indorsement is made 
by a mark in the form of a cross ( X ) witnessed by two persons 
whose addresses should also be given, as shown in Fig. 23. 
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Before paying out funds belonging to the account of a 
depositor, the paying teller must know that the party pre- 
senting the order is the person named as payee or indorsee 
or is the proper representative of such person. A check or 
draft is an order to pay to a certain person a sum of money, 
and if paid to another party the bank is liable for the amount. 
It is necessary, therefore, for a stranger to be introduced to 
the bank in such a way as will place the bank in a position to 
look to some responsible party for the amount of the item 
in case of any irregularity. When a stranger is accompanied 
by a depositor and introduced to the bank, the depositor is 
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requested to place his indorsement on the item, in this way 
assuming the responsibility for the identification of the 
payee or indorsee. Sometimes this identification is made 
as shown in Fig. 24, which obviates the necessity of the 
depositor going to the bank. In this case Mr. Sherman is a 
depositor of the bank and has assumed the responsibility of 
Mr. Grant's indorsement. Occasionally, in the cashing 
of small checks and drafts, the bank accepts as sufficient 
proof of the identity of the party, identification cards issued 
by societies organized for the purpose, initials on locket, 
watch, or inside of hat, passports, documents bearing 
signature, etc. It is the practice of interior correspondents 
of city banks to forward a specimen signature of the payee 
of a draft for his identification. To avoid the necessity for 
identification, the depositor often draws a draft payable to 
bearer and assumes the risk of its being presented by a per- 
son other than the one intended. 

20. Certified Checks. — In case the holder of a draft 
or a check is desirous of being assured of its genuineness, 
he secures the acceptance of the bank, otherwise called 
certification. By this act, the item becomes an obligation 
of the bank rather than of the drawer. The certifying of a 
draft is usually done by the paying teller, although in some 

cases it comes within the duties 
of the cashier. Before a check 
or a draft can be accepted, or 
certified, it is absolutely neces- 
3LE ^^yffix//* sary that the amount be on de- 
^fil/JINO HO^X^ posit to the credit of the drawer 
or maker. The Revised Stat- 
utes provide a penalty of $5,000 
in case of the certification or acceptance of an item without suf- 
ficient funds being on deposit to meet it. There are different 
forms of certification, such as "Accepted, payable through the 

Clearing House"; "Certified, payable through 

the Clearing House"; and "Good when properly 

indorsed." Fig. 25 gives a form of acceptance in common use. 
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At the time of the certification of any draft, note, or 
check, it is necessary that it be recorded. This record is 
called the certlfled-check register, which is shown in 
Fig. 26. As indicated, this gives the name of the party 
presenting the item, its number,' the name of the depositor, 
to whose order it is drawn, and has three columns for the 
amount, which is entered under the heading of the ledger to 
which it belongs. At the close of business, a record of the 
certifications of the day is handed to the general bookkeeper, 
the record going to the bookkeeping department that the 
certifications may be charged to the respective accounts. 
Fig. 27 shows the report to the general bookkeeper. 
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In Philadelphia, instead of the certification of customers' 
checks and drafts, the banks issue their own clearing-house 
checks, the customer's check is filed away and his account 
charged in the usual manner. 

21. Care of Money. — Each paying teller has his own 
system for the care of money. In the majority of banks, 
after the money has been assorted, the currency fit for circu- 
lation is placed, by denomination and kind, in packages of 
fifty bills each and the amount indicated on the outside of 
the wrapper, together with the initials of the party who 
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counted it. When a surplus of currency above that needed 
for current use has been accumulated, it is put up in pack- 
ages of 1,000 bills each, properly marked, and placed in the 
vault as a reserve for future use. Silver coin and minor 
coin are usually put up in rolls for convenient handling, 
pennies in rolls of 50 cents, nickels in rolls of $2, dimes in 
rolls of $5, and halves and quarters in rolls of $10. Gold 
coin is assorted by denomination and placed loose in 
bags, each bag containing $5,000. 



NOTE-TEI/LER'S DEPARTMENT 
22. The note teller, also called the third teller, has 

charge of the collection of notes, drafts, and checks payable 
at banking houses or offices not members of the clearing 
house. He also handles items on clearing-house banks that 
require presentation direct to the bank on which they are 
drawn. These are items received for collection. They are 
not credited until paid, and are therefore presented by hand 
and their payment specially advised. 

The note teller receives from the clearing-house banks the 
items that have been included in previous exchanges pay- 
ment of which has been refused for one reason or another. 
For such items, he issues a memorandum check, which the 
receiving bank collects through exchanges, and they are 
charged back to the correspondent from whom they were 
received. 

The careful handling of drafts and other items in this 
department requires a detailed record. Fig. 28 gives an 
idea of the many details to be recorded. 

The items received by the note teller in the regular course 
of business that are not collectable through the clearing 
house and are received too late for presentation are carried 
as cash items on the note-teller's proof book, as shown 
in Fig. 29. Under Receipts are entered the cash items from 
the previous day, the total of the deposits received by mail 
after the clearing-house settlement in the morning, and other 
credits made in the different departments divided against 
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their respective ledgers; items, received by the receiving tel- 
ler drawn on houses that do not clear through the clearing 
house; and such items as are charged to his department in 
the morning by the mail department. This is the bulk of the 
note-teller's work. Under the heading of Payments are the 
home debits charged to the respective ledgers, cash and 
items delivered to the different tellers, the drafts on out-of- 
town points carried as cash, and the route items received too 
late for collection. These, together with the cash balance, 
equal the total of the receipts. The illustration of the proof 
book shows a detailed statement of the currency and coin 
and of the cash items held for collection on the following 
day; these, with the exchanges for the clearing house, make 
up the cash balance. 

23. Notes and Drafts. — As previously stated, the 
principal work of the note-teller's department is the collec- 
tion # of drafts drawn on business houses and banks that do 
not clear through the clearing house. These consist of sight 
and time drafts and notes. The sight drafts are presented 
for immediate payment. If the draft is to be honored, it is 
usually accepted by the drawee and made payable at some 
clearing-house bank, where it is presented for certification, 
and can then be collected through the clearing house on the 
following morning. Sometimes these drafts are paid by 
check or cash. 

Time drafts having a definite maturity are presented for 
acceptance as soon as received. Notes and time drafts 
having a local place of payment are delivered to this depart- 
ment several days in advance of maturity, and if payable at 
a bank, they are presented for certification and then collected 
through the exchanges. 

Some drafts are drawn a certain number of days after 
date and some a certain number of days after sight; that is, 
after the date of presentation to the drawee. When an item 
has been accepted, it is held by the note teller for presenta- 
tion at the paying bank on the day of maturity. Drafts 
drawn "on arrival of goods'* or "on arrival of car" are held 
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and presented from time to time, the drawee usually notifying 
the bank when the shipment has arrived. Figs. 30, 31, 
and 32 illustrate different forms of drafts. 
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For obvious reasons, only sight drafts are handled as cash. 
In the case of collection items, in order that the proceeds 
may be identified, a slip like that shown in Fig. 33, giving a 
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description of the item, is attached to it when delivered to 
the messenger. 

TO MESSENGER 

This slip must be returned to the Note Teller attached to the item if 
unpaid; if paid, to the proceeds. 
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Fig. 33 

When an item received for collection has been paid and 
the proceeds credited to the account of the depositor, a letter 
of advice notifying him of that fact is forwarded. In case a 
large amount is involved and the depositor is desirous of 
receiving telegraphic advice that it has been paid, it is cus- 
tomary in many banks to note this fact on a slip like that 
shown in Fig. 34. This is attached to the draft and returned 
with it or with the proceeds. It is also sometimes required 
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that a telegram be sent advising payment or non-payment. 
In case a large draft is being handled for an out-of-town 
correspondent, it is customary, in case payment has been 
refused, to telegraph the fact, whether or not instructions 
have been given. For this purpose the form shown in Fig. 35 
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is used. It gives a description of the item and the reason 
for non-payment, and is handed to the telegraph department. 

24. Often, when goods are shipped to some point, a 
draft is drawn on the purchaser for the amount, the draft 
being attached to a bill of lading, the form of which is 
shown in Fig. 36. In the majority of cases, the bill of lading 
is drawn to the order of the shipper and indorsed by him, 
instructions being noted on it to advise the proper parties of 
its arrival. In this case, the goods are held at the freight 
office at the point of destination until the bill of lading is 
surrendered. The shipper deposits the draft and bill of 
lading in his local bank, which forwards them to the point 
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of destination of the goods, and when the draft is regularly 
presented to the party purchasing the goods and paid, the 
bill of lading is surrendered to the consignee, who is then in 
a position to secure the shipment. When the shipper is 
thoroughly familiar with the standing of the parties with 
whom he is dealing, goods are often consigned direct to 
them on receipt only, which is taken by the railroad com- 
pany. Sometimes an examination of the goods is permitted 
by the consignee, which is stated in the bill of lading. It 
often occurs that a railroad company refuses to grant such 
examination except under instructions of the bank holding the 
bill of lading. An arrangement is frequently made between 
the shipper and the purchaser that permits of delivery of 
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the bill of lading on acceptance of the draft, the draft in 
such cases being drawn payable several days after date or 
sight. When this arrangement is made, the bank to which 
the draft is sent is so instructed. Usually, however, drafts 

BILL OF LADIMO. 



The Delaware, Lackawanna & Western Railroad Co. 



RECEIVED, subject to the classification in effect on the date of issue of this Bill of Lading, 



■JWosiflsy 



JM 



—th e property described below, to app e trnt good order, except of 
drawn CMioVt WDJca Ben 
i route to said deadnarJoB* 

, _ _. — - w — _ . soy of eeid property over 

or any gce tion ofaai d route to d e e dneaoo. and a* to each party at any rime lat ereate d in an or any of aaM prop erty, that ewer? 
- -fnue to be performed bercuader abaD bo aobject to ail the caodidoaa, w het h er printed or written, hereto contained (eea co oob- 
dooaon back bereoQ. and which are agreed to by the abjpper and eccqKtd far hfaneelf eod b» ejeigne as )u»t i ' 



description or articles 



Csstfy- 



STAMP 
HBRC 



-Car Ms.. 



• A 53?uT 



kawtadkMnrta*j«i 



-Agent 



below niMot not bg fthd uo by the) ahtnemr, 



The rate of freight front 
to- 



times) 

Pint Class f- 
Firsi Class . . 

8eoond Class 



is, in cents per too pounds: 

.Third Class Sixth Class 



-Fifth Class . 



— A.getot 

(TWiinrtOT or tfctaenatsinirSwtiaiM — »«■ —a***.) 



Received $_ 



to apply la p rs pajm e m of the 



aeaafcleen—oaly ttwiiiMt awpaafc) 



Pio. 16 



accompanied by bills of lading are forwarded with instructions 
to deliver the bills of lading only on payment of the draft. 

In the larger cities, the note teller is often called on to 
attend to the sale of goods covered by bills of lading attached 
to drafts in cases where drafts have been dishonored and the 
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shipment is liable to spoil if not immediately used. It often 
occurs that drafts are dishonored by the drawees, and the 
teller is instructed by wire to deliver the bill of lading to 
other parties on receipt of a certain amount. 



Xtrttrft fbtattB of Attttrfot, 
Sintt of $fatt fork. 
County of New York, 



ss. 



On thA**£*A>^z£Z1ay tfte&JiZZ***^**^* 



in the year^ofour Lord, one thousand nine hundred and , at the requejt 

of Th^^^j^^^^/^^Jt^t^r^Thudt of the City of New York, I, the 
subscriber, a Notary Public of the State of New York, duly commissioned and 
sworn, did present the original draft or bill of exchange hereto annexed, &*&%&- 

in the City of New York (being the place where the said draft or bill of exchange 
is payable), and demanded payment thereof which was refused, 



Wtprtvqpm. I, the said notary, at the request aforesaid, did |faitrft, and by 
these presents do publicly and solemnly {frntffit. as well against the drawers and 
indorsers of said draft orbiUof exchange as against all others whom it doth or 
may concern for exchange, reexchange, and all costs, damages, and interest 
already incurred and to be hereafter incurred for want of payment of said draft 
or bitt of exchange. 

lit (Jwttnurag Mprrof, I have hereunto 
set my hand and affixed my seal at 
the City of New York, aforesaid 

Notary Public, 

WOn KINOS OOONTV. 

Certificate filed in New York County. 
Fig. 87 

25. Protests. — In case of the non-payment of an item 
having a definite date of maturity and place of payment, in 
order to hold the indorsers, it is necessary to notify them of 
its dishonor. In order that such notices may be legal, they 
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are issued by a properly authorized notary public, who makes 
a formal presentation of the item at the place of payment in 
addition to the presentation made by the bank's representa- 
tive, and then executes a formal certificate of protest and 
sends a notice of such protest to the maker and indorsers. 
The form of this protest is shown in Fig. 37. The notary 
is paid a fee for his services. It is absolutely necessary that 
items be protested on the date of maturity, as a protest on a 
past-due item will not serve to hold the indorsers. Time drafts 
can be protested for non-acceptance or non-payment, or both. 

26. Grace. — Formerly, in nearly every state of the 
union, at least 3 days of grace were allowed after the matur- 
ity of an item for its payment. These were called days of 
grace, and operated practically as an extension of the time 
of the obligation. Days of grace have been done away with 
gradually, many states now making items payable on the day 
of maturity. The following table shows the requirements 
of the statutes in the different states and territories. 

27. The work of the messenger is closely associated 
with the note-teller's department. He makes the presenta- 
tions and collections, often handling large amounts in both 
cash and checks, and in the case of unpaid items, his report 
influences the decision of the teller as to whether or not fur- 
ther effort at collection should be made. 

Where it is necessary to maintain a large messenger force 
the city is divided into routes and the items listed in 
route books, the total in each book being receipted for by the 
messenger before he leaves the bank. On his return, he 
accounts for all items. He must be more or less familiar 
with the standing of the houses on which drafts are drawn, 
as it is often necessary to use judgment as to whether or 
not he should accept an uncertified check in payment of 
a draft. 

It is customary, when a draft or a note is presented at the 
place of payment and no one is there to honor it, to leave a 
notice of presentation. A common form of this notice is 
shown in Fig. 38. 
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TABLE OP DAYS OF GRACE, JANUARY, 1905 



States and Territories 



Alabama 

Alaska 

Arizona ....... 

Arkansas ...'... 

California 

Colorado 

Connecticut 

Delaware 

District of Columbia . 

Florida 

Georgia 

Idaho 

Illinois 

Indian Territory . . . 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts . . . . 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New Hampshire . . 

New Jersey 

New Mexico . . . . 

New York 

North Carolina . . . 
North Dakota . . . . 

Ohio 

Oklahoma 

Oregon 

Pennsylvania . . . . 
Rhode Island . . . . 
South Carolina . . . 
South Dakota . . . . 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West Virginia . . . . 

Wisconsin 

Wyoming 



Notes and Bills 



Grace 
Grace 
No grace 
Grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
Grace 
Grace 
No grace 
Grace 
No grace 
No grace 
No grace 
No grace 
No grace 
Grace 
No grace 
Grace 
Grace 
No grace 
No grace 
Grace 
No grace 
No grace 
Grace 
No grace 
Grace 
No grace 
No grace 
Grace 
No grace 
No grace 
No grace 
Grace 
Grace 
No grace 
Grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
Grace 



Sight Drafts 



Grace 
No grace 
No grace 
Grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
Grace 
Grace 
No grace 
No grace 
No grace 
No grace 
Grace 
No grace 
No grace 
Grace 
No grace 
Grace 
No grace 
No grace 
No grace 
No grace 
Grace 
No grace 
Grace 
No grace 
Grace 
No grace 
No grace 
Grace 
No grace 
No grace 
Grace 
Grace 
Grace 
No grace 
Grace 
No grace 
No grace 
No grace 
No grace 
No grace 
No grace 
Grace 
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Usually, a bank notifies the maker of a note, on a form 
similar to that shown in Fig. 39, that it is held for collection. 
This serves as a reminder of the maturity of a note and 
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permits the maker, if it is payable at his office, to have a 
certified check ready, drawn to the order of the bank. 



MAIIi-TKLIiER'S DEPARTMENT 

28. The mail received by the larger banks has necessi- 
tated the establishment of a mail department, which is in 
charge of a mail teller, through whom is effected a proof 
of all remittances received in time for the daily clearings 
through the clearing house. The mail teller and his assist- 
ants are reenforced in the morning by the employes of other 
departments, who assist in the checking of the items remitted 
and in their preparation for the morning clearings. The 
items to be collected through agencies other than the clear- 
ing house are charged to the note-teller's department, which 
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attends to their collection, and the items drawn on out-of- 
town points are charged to the collection department; these, 
together with the drafts drawn on the bank itself, will prove 
with the total of the letters received and listed on the books 
of the department. The mail department attends to the sort- 
ing from the remittances of such items as time drafts, notes, 
etc., and also sees whether correspondents have remitted too 
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large an amount of items for immediate credit, the proceeds 
of which cannot be collected for several days. In this case, 
the amount is credited immediately, but interest is not 
allowed until proceeds are received. 

The mail-teller's proof book is shown in Fig. 40. On the 
credit side appear the receipts credited to their respective 
ledgers, remittances from different tellers, and the amount 
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of exchange deducted by correspondents from their remit- 
tances. The debit side shows the distribution of these items, 
the home debits charged against their respective ledgers, 
sundry items delivered to the tellers, the morning additions 
to the clearing-house exchanges, the drafts on city houses 
not clearing through the clearing house, and the items on 
other points taken as cash and charged to the collection 
department. 

The "prompt and correct handling of remittances in city 
banks is facilitated by interior correspondents sending 
remittance letters like that shown in Fig. 41. Some 
banks use a form that gives, in addition to the amount, the 
number of the item remitted, the name of the maker and 
indorser, and the place of payment. This is often important 
in tracing an item. The letter shown, however, furnishes all 
the information necessary, from the receiving-bank's stand- 
point. This always gives the name of the bank, in case the 
item is drawn on a bank in the same city as the institution 
receiving it, or the name of the town or city, in case it is 
drawn on an out-of-town point. This form should be used 
for cash remittances only. The form for items sent for 
collection is the same with the exception that provision is 
made for the collection number of the item, which is referred 
to when the item is reported on. 



COIiliECTION DEPARTMENT 
29. The collection clerk attends to the collection of all 
items drawn on out-of-town points, whether the same have 
been taken as cash or for collection only. The amount of 
cash items received by a bank in the regular course of busi- 
ness is charged to this department and carried on the general 
ledger, under Collection Account, or Amount Due From 
Banks. As items are received in the department, they are 
assorted according to the points of payment and listed on 
foreign remittance letters, carbon copies of which are 
retained. Fig. 42 shows the common form of this letter. 
At the close of business, the total of these letters is charged 
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on the collection ledger, 
and the balance agrees 
at all times with the bal- 
ance carried in the ac- 
count on the general 
ledger. 

For collecting items 
on distant or out-of-the- 
way points, it is cus- 
tomary to charge a 
small commission, vary- 
ing from one-eighth of 
1 per cent, to one-fourth 
of 1 per cent., with a 
minimum of 10 to 25 
cents, which also varies 
according to location. 

Arrangements are 
made by each bank with 
its correspondents as to 
the time of remittance 
of cash items, and the 
terms on which collec- 
tion is to be made. On 
receipt of a draft in pay- 
ment of such items, it 
is credited to the Col- 
lection Account in the 
general ledger, re- 
ducing the account to 
that extent, and also 
credited on the collec- 
tion ledger, reducing 
the balance due from the 
bank in question. If ad- 
vised by the collecting 
bank that the amount 
has been credited to the 
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regular account, an entry is made charging such account and 
crediting Collection Account. 

Notes, time items, etc., that are to be handled as collec- 
tion items only are entered on what is called the time 
collection ledger, shown in Fig. 43, under the name of the 
bank from which they were received and for whose account 
they are to be collected. The bank is thus in a position to 
know at any time the items belonging to any particular 
account that have not been paid or returned. 

In order that a record may be kept of the maturity of all 
items, collection items are also entered in another ledger 



COLLECTION DEPARTMENT 

THE EASTERN NATIONAL MNK 

New York, ^tyfr/tfr, 



.190— 



Have the following collections been paid? 



NAME 



WHERE PAYABLE 



SENT 



DUE 



AMOUNT 



f.Z* 



2-/0. &o 



Yours respec fully, 
PLEASE ANSWER ON THIS CARD 



A. HAMILTON, Cashier 



Pio.46 



called the foreign collection ledger, under the name of 
the bank to which they are sent for collection, giving their 
dates of maturity. Fig. 44 shows the form of this ledger. 
The name of the collecting bank appears at the head. 

On receipt of a remittance for an item taken for collection 
only, the amount is credited to the bank from which the item 
was received; if advice is received of the payment of such an 
item and the amount is not remitted, it is credited to the 
bank from which the item was received and charged to Col- 
lection Account. 



66 NATIONAL AND STATE BANKS §2 

It often occurs that there is some delay in effecting a col- 
lection of items, especially when they are drawn without 
definite maturity, such as on "arrival of goods," etc., and 
that advices of credit go astray in the mails. It is neces- 
sary, therefore, that a tracer be sent on which to secure 
advice of payment or non-payment of collections. The form 
of a tracer is shown in Fig. 45. 

Returned by 
THE EASTERN NATIONAL BANK OF NEW YORK 

Date Not good 

No account Payment stopped 

Filling Sent wrong 

Bank stamp Signature 

Indorsement 

Indorsement guaranteed 

Fig. 46 

Many banks do a large collection business, and in order to 
facilitate its handling and avoid much writing, some of the 
larger institutions, in returning unpaid items, pin on a printed 
return slip like that shown in Fig. 46. This gives a number 
of reasons for non-payment and it is only necessary to check 
the proper one. Fig. 47 shows a form of letter that also 
saves writing and can be used for several purposes. 
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THE EASTERN NATIONAL BANK 

UNITED STATES DEPOSITARY 



New 



yorK^^fjfrtfrf, J 90 



Cashier, 



Dear Sir; 

We are in receipt of your favor of 
th* j~JZ%- w.tf. f with enclosure as stated. 
We return herei\unpaid collection, and charge fees to your account 

^^^a^P (^ t >/ 6r^ Fees, f /-■=£ 



We return herein, for indorsement and charge amount to your account 
$ 



We return herein as requested ^ 



We forward you by Express- 



Please send us by return mail special acknowledgment of receipt of 
items above mentioned, whether they are again sent to us or not and oblige t 
Yours truly, 

A. HAMILTON, Cashier 

By 



Pig. 47 
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(PART 2) 



OPERATION— (Continued) 



DISCOUNT AND IjOAN DEPARTMENT 

1. The loans and discounts of a bank consist of the 
demand and short time (usually 1 to 4 months) promissory 
notes, drafts, and bills of exchange, of individuals, firms, 
and corporations, against which it has made advances or 
loans of money. So large a part of a bank's funds are 
invested in loans and discounts that this department is very 
important. Depositors have the first claim on the loanable 
funds, the amount of such advances being based, first, on the 
credit of the borrower, and, second, on the balance main- 
tained. Loanable funds over and above this are placed with 
outside parties in the form of loans or discounts, or invested 
in such securities as the bank is authorized to purchase. The 
making of loans secured by stocks and bonds has increased 
in recent years, particularly in the larger cities, the majority 
of such loans being made to bankers and brokers whose 
business is the purchase and sale of stocks and bonds, and 
who are obliged to furnish a large part of the capital 
required in their purchase. The money invested by the 
broker in his business is seldom sufficient to furnish these 
funds, and he therefore places such stocks and bonds with a 
local bank, obtaining a loan thereon. In the case of interior 
banks whose funds are not absorbed locally, the officials 
usually resort to the purchase from other banks of commer- 
cial paper issued by houses of high standing. 

Copyrighted by International Textbook Company. Entered at Stationer? Hall, London 
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2. In the larger city banks, the 
discounts are in charge of a discount 
clerk and the loans in charge of a 
loan clerk. Discounts and loans 
are passed on by either the board 
of directors or a committee of the 
board. In some banks, they are 
passed on by officers and approved 
later at a regular meeting of the 
board. In some banks, provision is 
made for notes to be passed on every 
business day; while in others, certain 
days of the week are "discount days." 

When loans and discounts have 
been approved and the proceeds paid 
to the borrower or credited to his 
account, the discounts are entered on 
a discount register, as shown in 
Fig. 1, as well as on a discount 
tickler under date of maturity, as 
shown in Fig. 2, and the loans entered 
in a loan book, shown in Fig. 3. 
As will be seen from the tickler, 
Fig. 2, the full amount of the bills dis- 
counted and due under that date must 
be accounted for, either by a charge 
in the column headed Sundries or in 
the Cash column, the total amount 
of such bills being credited to Bills 
Discounted, as shown under the 
heading of Amount. If it should 
happen that a discount was not paid 
at maturity, the amount would be 
charged to Bills Discounted Overdue. 

The entries in the loan book, Fig. 3, 
are entered in the order in which 
the loans are made and numbered 
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consecutively. The time and demand loans appear in differ- 
ent books, each with a separate series of numbers. The 
discounts and loans are also posted, respectively, to the dis- 
count ledger, shown in Fig. 4, and loan ledger, shown 
in Fig. 5, under the name of the borrower, so that it is 
possible to know at any time how much any one person or 
corporation is indebted to the bank. 
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Pio. 5 

A careful study of the forms and illustrations of the books 
and forms in use by the loan department will give a clear 
conception of the information required to be kept, and as 
will be seen, this includes the name of the borrower, the 
total amount for which he is indebted to the bank, the date 
of the obligation, its amount, maturity, indorsers, and a list 
of the collateral, if any. It is also customary, in some insti- 
tutions, to enter the loans on loan sheets, such as shown 
in Fig. 6, that the loans may be accessible. These loan 
sheets are usually proved at different times during the 
month, in order to insure their correctness. 

Interest on demand loans is payable at certain periods, 
usually the first of each month, and generally a statement is 
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sent to the borrower, the form shown in Fig. 7 being used 
in case the borrower is not a depositor in the bank and 
Fig. 8 in case he is. Interest on time loans is paid when 
the principal is paid, unless otherwise specially provided. 

THE EASTERN NATIONAL BANK 

MUTED STATU D€M$IT0«T 




New v~l Ufr^Z -*'j lon 



f sZy* 



Dears** 



Please send us check for 
**> your current 



Merest A?%. 

demand ban pom this bank, as per statement bekm. and obUge 4 

Yours respectfully, 

A. HAMILTON. Cashteri 



FMM 


AIOURT OF LOAI 


OATS 


RAH 


IRTCREST 


C^te^. 
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/0 


0/7 


<Sr> 
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fl?0 


an.. 


,%^yrity* 
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The interest on discounts or discounted paper, is deducted 
or collected by the bank at the time of making the advances. 
To illustrate, we will suppose that two merchants presented 
two notes to a bank for discount, September 1; each being a 
60-day note for $5,000, dated September 1; but one being 
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payable without interest and the other with interest at 6 per 
cent., and the bank's rate of discount also being 6 per cent. 
The notes will bring the borrowers as follows: 

1. $5,000 less $50 discount equals $4,950. 

2. $5,000 plus $50 interest less $50.50 discount equals 
$4,999.50. 

THE EASTERN NATIONAL BANK 



UMT(D STATES 0CP0SITQRT 



New York*. 



./P0- 



^ ^^ ^ 



y 



&**hfc* 



interest to^ 



Dear Sir : 



We charge your account 
on your current 



demand loan from this bank, as per statement below. 
Yours respectfully, 

A. HAMILTON. Cashier 



FROM 


AMOUNT OF 10AN | DAYS, j INTEREST 


C/Cct^r. 


/ 


«T0 





U/7 


£*££ 




^r*^-** 








ZJi 









































































































































































































Pig. 8 

Supposing that the bank sold them to another bank 
October 1, the first bank would receive as follows: 

1. $5,000 less $25 discount equals $4,975. 

2. $5,000 plus $50 interest less $25.25 equals $5,024.75. 
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3. There are several forms of notes given for loans, which 
are usually time or demand. Figs. 9 and 10 show notes for 
time and demand loans made without other security than 
the responsibility of the borrower and indorsers, while 



$£0/7^^ NEW YORK, <Jh<A/ /J7 190— 

J^Zfirfify rt£*<y*/ after date, for value received, ^y promise 

to pay to the order of -^^a^^^gJ^^^»^^^>^^ 

£^^l^s^^^^*&^*£--^Z^ — * « » nniiARg, 

at THE EASTERN NATIONAL BANK, 



rAf/ tf&Z #J& 



Fig. 9 

Figs. 11 and 12 show collateral notes, both time and 
demand, for loans secured by collateral. 

In city banks, where a large number of loans are made 
each day and it is often inconvenient to execute a note in each 




NEW YORK,. 



y*M*^~ : 



-n^T 190L- 



after date, for value received/££2Zpromise 
to pay to the order of ^f^^fe^^ **f 'V^^r£f - - 



.DOLLARS, 



at THE EASTERN NATIONAL BANK. 



Kb. ;^ 



I( ^L^^^^^>^. 



Pig. 10 

case, a form of general loan or collateral agreement 
has been provided that will cover any form of advance what- 
ever. This is shown in Fig. 13. In the larger banks, where 
substitutions are constantly being made in the collateral, it is 
customary to keep a loan card giving a description of the 
loan and a list of the collateral held as security. Fig. 14 
shows a card used for a demand loan when no change is liable 



a //?/? 0/)/). 



/sts**J'Z£y~./3£asy^4 



''7? 



NEW YORK, y/y^y^/.r Ittft 



-after date for value received 



-^g^hercpy promise to pay to THE EASTERN NATIONAL BANK OF THE CITY OF NEW YORK, 
or order at said bank, in the City of New York, N. ^C^^^^^^^^^ ^^^^^^^y /^^} ap S 

with interest at the rate of (*. per cent per annum until paid, having deposited with said bank, the 

following property as collateral security for the payment of this note, and also as collateral security for all other 
present or future demands of any and all kind of the holder hereof against the undersigned, whether created 
directly or acquired by assignmenLwhether absolute or contingent, whether due or not due, to wit:. 




and do hereby give the said Eastern National Bank a lien for all of the said demands, upon all property left with 
said Eastern National Bank (all remittances and property to be deemed left with said bank as soon as put in 
transit to it, by mail or carrier) and upon any balance of deposit account with said Eastern National Bank, 
hereby authorizing said Eastern National Bank to at any time charge any and all of the said demands against 
the deposit account of the undersigned on the books of the said Eastern National Bank, if there be such an 
account; and hereby authorise said bank upon or after the non-performance of this promise or upon or after the 
non-payment of any of the demands aforesaid, or upon or after failure to furnish further security as hereafter 
agreed, to sell the whole or any part of said collateral security or substitutes therefor or additions thereto, at 
any broker's board or at public or private sale, at the option of said Eastern National Bank without notice of 
intention to sell or of the time or place of sale and without demand of payment of this note or of any of the said 
demands, and after deducting all expenses, including all for legal services arising from or incidental to the sale, 
realisation, or collection of any of said collateral security, substitutions or additions, or of any of said demands, 
including this note, to apply the residue of the proceeds to pay any or all of said demands in whole or in part, 
due or not due, including this note, making rebate of interest upon demands not matured by their terms; and do 
hereby agree that at any such sale the said Eastern National Bank may become the purchaser of any or all of said 
collateral security and may hold the same thereafter in its own right absolutely free from any claim of the 
undersigned; and do further agree that in case of deficiency the undersigned will pay to the said Eastern National 
Bank the amount thereof forthwith after such sale with legal interest; and do further agree that if in the opinion of 
said Eastern National Bank or any of its officers thejselue of the^aid collateral securit y or any subst ituted o r 
hereafter deposited shall at any time be less >»»" Cl^^-r^*&^M^^<*-e*^^L^4/*A9r^tf*- 



.DOLLARS. 

the undersigned will immediately furnish such further security as will be satisfactory to the Eastern National 
Bank, and that in case of failure so to do, this note thereupon at the option of said Eastern National Bank shall 
become due and payable forthwith, the said Eastern National Bank being also authorised in such case to sett 
the collateral security or any part thereof as above provided; and it is hereby further agreed that upon the 
transfer of this note the Eastern National Bank may deliver the said collateral security or any part thereof to the 
transferee who shall thereupon become vested with all the powers and rights above given to the said Eastern 
National Bank in respect thereto, and the said Eastern National Bank shall thereafter be forever relieved and 
folly discharged from any liability or responsibility in the matter. It is further agreed and understood that no 
delay on the part of the bolder hereof, in exercising any rights hereunder, shall operate as a waiver of said 
rights. 




Fig. U 



§3 



NATIONAL AND STATE BANKS 



11 




ilHli 111 
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•81| 8.8 
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tfftmral Hum mb (ttnllatrral Agmrnntt 

In order to obtain loans from and otherwise deal with The Eastern 
National Bank of the City of New York, the undersigned agrees that all loans, 
advances, or credits hereafter obtained from said bank by the undersigned shall be 
repayable by the undersigned at said bank upon demand unless otherwise agreed 
in writing at the time, and shall bear interest at rates to be agreed upon; and the 
undersigned further agrees that as collateral security for any and all loans, indebt- 
edness, obligation, and liability of the undersigned to said bank, now or hereafter 
existing, matured or not matured, absolute or contingent, and wherever payable, 
including such as may arise from indorsements of notes, acceptances, or any other 
items, or paper discounted by said bank or held by said bank as security for any 
loans or advances of .any sort whatever, and including overdrafts, and indebtedness 
by the undersigned to said bank, on account of collections or paper received for 
collection, said bank shall hold, retain, and have a lien upon all moneys, negotiable 
instruments, bonds, stocks, commercial paper, credits, choses in action, claims, 
and demands of every kind at any time in possession or control of said bank or 
any of its agents or correspondents, or in transit to it by mail or carrier, belonging 
to, for account of or subject to the order of the undersigned; and said bank shall 
have the following rights and powers in respect to such collaterals^ and every part 
thereof (in addition to any other rights which it may have) : said bank may at any 
time or times collect any of such collaterals, and it may indorse any thereof in 
behalf and in the name of the undersigned; and in case of failure of the undersigned 
to pay or discharge when due any such loan, indebtedness, obligation, or liability, 
or in case of failure of the undersigned to furnish additional collateral as herein- 
after provided, or in case of the insolvency, general assignment, bankruptcy, or 
failure in business of the undersigned, said bank may sell without notice any of 
said collaterals at private or public sale or at broker's board (being at liberty to 
become the purchaser if the sale is public or at broker's board) and may apply any 
and all money or credits, including the proceeds of any such sale, and any debts, 
liabilities or balances, due or not due, in favor of the undersigned, arising from 
deposits, discounts, collections, items in transit, or otherwise, at any time owing 
or due from or chargeable against said bank, or any of its agents or correspondents, 
to the payment of expenses of any such' sale or sales, or of the realization or collec- 
tion of any of said collaterals, or of any of said loans, indebtedness, obligation, or 
liability of the undersigned, and to the payment of any or all loans, indebtedness, 
obligation, or liability of the undersigned, whether due or not due; and any or all 
loans, indebtedness, obligation, or liability of the undersigned shall in any of the 
cases above stated become due at the option of said bank. If the collaterals at any 
time securing any loans, indebtedness, obligation, or liability of the undersigned 
to said bank shall any time be unsatisfactory in amount or otherwise to said bank, 
or to any of its officers, the undersigned will immediately furnish such further 
security as will be satisfactory to said bank. Said bank may assign or transfer 
the whole or any part of any indebtedness, obligation, or liability of the undersigned, 
and may transfer therewith as collateral security therefor, the whole or any part 
of the collaterals above referred to, and the transferee shall have the same rights 
and powers with reference to the indebtedness, obligation, or liability transferred, 
and the collaterals transferred therewith} as are herebvgiven to said bank. 



New York, 
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EASTERN NATIONAL BANK 

Nma York, ~4&^tS!/J. ton A//> /£*&* 


$ /00 00 Demand /nan, at £ &> 
To Y-T^V^*^^^. >°^u 


Address //?^i>^r^ 






COLLATERALS 


PRICE 


VALUE 


/0/9 Tf. 2£~fC^v£ 


/,<-/ 


/J- 


/ 00 


%aa^L'^/^-^^. 


£z/ 


/T. 


^00 


u-a/7 s/74u**^/L*9^&L4&'**^' 


/a// 


A*/ 


600 


J** ^fi,/|^ 


f*t 


ZjT 


2-0 a 


/0 a G£u^9^r^*~ 


/ £j- 


/2- 


J~0 a 


s#^/-^2^^ 


/ £ /) 
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<T0 a 
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New York t IQO Rerohird nlf 

collaterals to the above mentioned loan. 



Fig. 14 
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EASTERN NATIONAL BANK 

New York, ~p4<L*rs*- / 190 _ No.&£& 


Address y^6^>^^^*^*-^^ 


$//9/7/7/7. nemnnd fnnn 1 nt *4~ & 


Balance 


Additions 


Piymtttt 


Datt . 


// 


0a 
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000 








{tfif 
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2. 00'- 
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;/ja <£l*y^y 
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New York. 190 Received all 
collaterals to the above mentioned loan. 
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EASTERN NATIONAL BANK 

7W f/vrii, Nn / 6 V Hut jfr*^/ /* 1QO 


75, \Lr^ ~^/^^^^^^^y^^ 


Address 2~/S A-$~r7?-*st^!s£^-e*^^ 






COLLATERALS 


PRICE 


VALUE 


f^ aa » ?£*M. r<& * rf 
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New York, . 190 Received all 
collaterals to the above mentioned loan. 



Fig. 16 
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to be made until the loan is paid off; Fig. 15 shows a card 
for a loan where payments and additions are to be made from 
time to time; and Fig. 16 shows a card for time loans. 
These are placed where they are available and thus avoid 
the necessity of handling the loan itself or finding the records 
in the loan books. If a substitution of collateral is to be 
made by the borrower, he makes use of a form like that shown 



SUBSTITUTION 

New YoRK-T-^^rioft 

Tktk 

EASTERN NATIONAL BANK. NEW YORK. 

~&£/ hereby acknowledge receipt of the fothwhg mentioned seaaiUes defbertdbj 
' request from, collaterals to JZX^t^ note for f //9s> /?s?s7 



J<matJ&&!^req 
dated, J™<*y 



<£u /0+ 190 vizj 



;a* ^4/^*^ y 7/cS.4>^^Zr%}£/^ 



bi ad&BktbnJor the same phase recthx herevxWt securities as follows; 



/f <?-*&*** s^f ^*is^~-?2£f 



ithkh^^xZ. herety pledge in accordance with terms of \£&£lmk or letter of kypothecatbh 
and*ss(gnmentno»he#b}joiL 

Yours respectfully, _ 



Rio. 17 

in Fig. 17. As substitutions of collateral are made, the 
securities withdrawn are ruled off and the new collateral 
entered at the bottom of the list. These cards, therefore, 
show the exact status of a loan as regards the collateral held. 
As the market values of securities are constantly changing, 
they must be closely watched and are entered on the cards in 
pencil so that they may be easily changed. In case the value of 
the securities depreciates to such an extent that the total does 
not amount to the face of the loan and the margin required, 
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which is usually 20 per cent., the borrower is notified and 
requested to deposit additional securities. If this is not 
done, a provision of the note allows for the sale of the col- 
lateral by the bank. 

In calling for additional margin, it is usual to serve the 
borrower with a written notice like that shown in Fig. 18. 
In the case of demand loans made with the understanding 
that the rate should fluctuate from time to time according to 
current conditions for demand money, it is customary, when 

conditions warrant 

THE EASTERN NATIONAL BANK 

vamo iTATts depository 

New York, V7<%6£ fi tffl- 



it, for banks to raise 
the rate, notice of 
that fact being given 
on a form similar 
to that shown in 
Fig. 19. When it 
is desired that a 
demand loan be 
paid, a formal notice 
like that shown in 
Fig. 20 is served on 
the borrower, and 
on payment, the 
securities are re- 
ceipted for in the 
space at the bottom 
of the loan card. 



q*£^*^ 



^s&r^Ji***** j^r^^/Ztf^S*- 



DearS** 

As the present market value of the securities 
pledged to us as collateral to your ban of $*/<?* <?#<?* 
H/ttmj U+s^y 2-/7 is not sufficient to give the customary 
margin, please send us at once additional satisfactory securities, 
to make good the margin, and oblige, 
Yours respectfully, 



fCf^fa^^^^Cf 



Cashier 



Fig. 18 



4. It is customary, in most banks, to file discounted 
notes unsecured by collateral in what is called the discount 
wallet. This contains pockets for each month of the year 
and the notes are filed according to the date of maturity. 
Each morning, the discount clerk takes from this wallet the 
notes that the discount tickler shows to mature; those due 
and payable at some other point are forwarded a week or 
two in advance of the date of maturity. Collaterals securing 
a discounted note, being too bulky to put into a discount 
wallet, are usually filed in an envelope, such as shown in 
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New YarkX^/f^/, 190 



" r k^^Y^^i^t^ r 



,( 7^^^£W^ 



DearSk* 



As the preuaittnj rate of money is higher, we fob dot make 
H* rate x# interest *£2L% on jour loan of $ tjl?*#0a 

Yours respectfully, 



doted;' 



Fig. 21, and placed in a drawer prepared for the purpose, 

and as carefully filed 
THE EASTERN NATIONAL BANK . Q ^ yauU at night 

as any asset of the 
bank. In the case 
of collateral loans, 
the collateral, with 
the note, is usually 
placed in a large 
manila envelope. 
On the outside of 
this envelope, as 
shown in Fig. 22, 
appears a descrip- 
tion of the loan, 
together with a list 
of the collateral and 
its market value. 
In most banks, the 
record of the col- 
lateral presented 
with the original loan remains unchanged; but if changed, 
the substitutions are 
noted on the envel- 
ope the same as on 
the loan card. 

It is customary, 
in most banks, to 
arrange the collat- 
eral loans alphabet- 
ically in steel boxes 
so as to permit of 
convenient reference 
as well as transfer to 
the vault at the close 
of business. 

In many banks, in 
order to avoid any F10.20 



A. HAMILTON. Cashier 
Fig. 19 



THE EASTERN NATIONAL BANK. 

mm STATES DEPOSITORY 
New York.: 



-k.^^4^/,. 



J90~ 



^YsA.SAUt- 



JkeLSte 

Please pay today your loan 
190— for U 
and Merest, due on demand, and obaga, 
Yours respectfully, 



./<^^a^^^- ■ 
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error in the date of maturity, all notes are checked back by 
some member of the discount and loan department. In cases 
where a note has been 
discounted and other 
bills receivable 
placed as collateral, 
it is customary for 
the discount clerk to 
enter the notes in his 
journal a short time 
previous to their ma- 
turity in order that 
they may be for- 
warded for collection 
or other notes sub- 
stituted. Notes dis- 
counted for the 
account of depositors 
and which are pay- 
able at the bank dis- 
counting them, are 
put through the 
books of the bank on 
the date of maturity 
and charged to the 
account the same as 
a check or a draft and 
filed with the vouch- 
ers of such depositor. 
Discounted notes 
maturing at other 
points in the city are 
handed to the note 
teller to be presented 
for certification and 
collection. As al- F10.21 

ready stated, in case the renewal or payment of a note has 
not been provided for, the amount is charged to Bills 
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Discounted Overdue, and the item retained and given atten- 
tion by the discount clerk. 



5. Great care is taken in every well-managed bank in the 
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and bonds are to be 



furnished as collateral, the question arises as to the market 
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value of such securities and as to whether or not such value 
could be realized in case of a forced sale. Even in the 
making of collateral loans, the credit and business standing 
of the borrower is considered. In case the loan is to be 
made without collateral the bank will be obliged to look to the 
borrower and indorsers only for payment, and the necessity 
of looking carefully into the standing of the borrower and 
indorsers is, of course, absolutely essential. The questions 
that must be settled are whether or not the borrower is 
doing a profitable business, whether the funds needed are to 
be used in the business, and whether the notes offered are 
bills receivable and represent notes given for value. 

It is necessary, of course, in accepting securities, that both 
stocks and bonds be in such shape as to permit of their sale; 
in other words, they should be "good delivery." A certif- 
icate of stock should be indorsed in blank by the party in 
whose name it is drawn, and such indorsement should be 
properly witnessed. In case a certificate is not indorsed, it 
is necessary that a stock power that will be recognized by the 
transfer agency of the stock, be deposited with it. Coupon 
bonds are usually payable to bearer; but if registered, they 
are so as to principal only, and should be registered in the 
name of the bearer. The assignment of fully registered bonds 
should be executed by the party in whose name the bond has 
been issued, the assignment usually being executed in blank. 

It is also necessary, in loaning a bank's funds, to take into 
consideration the maturity of the advances, in order that the 
bank may be in a position at all times to meet reasonable 
demands. The conservative bank always carries a wide 
margin of quick assets, even though this is done at the 
expense of its income. Years of experience will teach the loan 
committee at what times during the year the cash demand 
begins and they will see to it that loans expire previous to 
this period in order that such demands may be met. In the 
larger cities, where brokers* loans are available, it is custom- 
ary for banks to loan large amounts on advances of this char- 
acter, owing to the fact that they are "on demand" and can 
be called for immediate payment. 
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CREDIT AND INFORMATION DEPARTMENT 

6. The development of banking business has emphasized 
the necessity of looking carefully into the standing of the 
business houses with which a bank is called on to deal, in the 
relationship of depositor or borrower. The conservative 
bank will not enter into dealings with an individual or 
corporation whose business integrity is questionable, and 
an up-to-date credit department not only secures from every 
available source reports of the business standing of the 
party in question, but also gleans from correspondence or 
the public press any information bearing on his financial 
standing either to his credit or discredit. This work is 
done usually by the loan department, but in the larger banks 
it has been found necessary to establish a separate depart- 
ment for it. All the information that can be collected, 
favorable or unfavorable, in regard to a person is filed in an 
envelope, which is arranged alphabetically for ready refer- 
ence, and a copy of the information placed in the envelope 
of any other person, firm, or corporation with whom the 
party in question is in any way connected. Questions often 
arise that require immediate decision, and this is made on 
the standing of the party. In larger institutions, especially 
where it is impossible for the officers or loan committee to 
remember the financial standing of every one, this informa- 
tion is absolutely essential. In the smaller banks' with few 
depositors, the gathering of such information is, perhaps, not 
so important. 

As a basis for credit, the loaning bank is obliged to take 
into consideration not only the capital invested, but also the 
business integrity of the party or parties, the conservatism 
in the management of the business, the ability to turn the 
assets into cash in case of necessity, and the profitableness 
of the business. 

It is important, in discounting the bills receivable of a 
business house, to know that such paper has been given for 
value and in the regular course of business and is not what 
is generally termed accommodation paper; i. e., issued for the 
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purpose of obtaining the loan and not taken in the payment 
of merchandise. As already stated, in extending credit to a 
depositor, the borrowing equity of the account maintained 
is taken into consideration, but the standing of the house is 
considered first. 

7. When a bank is asked to make an advance, it is custom- 
ary, unless it is thoroughly familiar with the borrower's 
financial condition, to ask him to submit a statement. In 
view of the fact that there is no way of punishing a borrower 
for making a false statement except by withholding credit, it 
is necessary that statements of this kind be confirmed, 
if possible. When, however, a bank is assured of the 
integrity of the borrower, a statement of this kind may be 
safely treated as a basis for credit. As shown in Fig. 23, 
these statements expose the actual condition of a business 
house, inasmuch as they show not only the capital invested, 
but also whether or not the business is being conducted on 
conservative lines. The illustration is the standard form 
of the New York State Bankers' Association, and is used by 
a firm or partnership. Fig. 24 shows a similar form used 
by a business house operating as a corporation. 

8. Banks in reserve cities are often called on to make 
advances to their correspondent banks, especially at times 
when crop movements absorb local funds. Fig. 25 shows a 
form of statement required from an interior correspondent as 
a basis for credit. 

In small banks, these statements are entered in a book 
for convenient reference; in large banks, where the credit 
department is thoroughly equipped, they are filed in manila 
envelopes, together with any other information obtainable. 

The demand for knowledge of the standing of business 
houses all over the country has brought about the establish- 
ment of mercantile agencies, with headquarters in one of the 
leading cities and with agents, familiar with local credit, in all 
the cities and towns of any importance. These agents obtain 
statements of the local standing of a business house and 
make an estimate of its capital. Based on these statements, 



STANDARD FORM 

onoure 

N£W YORK STATE BANKERS' ASSOCIATION 

To the EASTERN NATIONAL BANK of the city of new York 

For the purpose of procuring and establishing credit from time to time with the above bank for claims and 
demands against the undersigned, the undersigned furnish the following as being a true and correct state- 
ment at his or their financial statement of his or their condition on the -^Zk-^efc; day of 

-r-Ua^^s^r^y^- 190 , and agree that in case any change occurs that materially reduces his 

or raeir ability to ^ay all claims and demands against him or them, the undersigned will notify the said 
bank without delay. 

In consideration of granting any credit by said bank, the undersigned agree that in case of failure or insolvency 
on the part of the undersigned, or in the event of it appearing at any time that any of the following repre- 
sentations are untrue, or in case of the occurrence of such change as aforesaid or of failure to notify such 
change as above agreed, all or any of the claims or demands against the undersigned held by said bank, 
shall, at the option thereof, immediately become due and payable. 

Further, that the exercise of or omission to exercise such option in any instance shall not waive or affect any 
other or subsequent right to exercise the same. 
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OFFICE OF 
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as being a fan* and accurate statement of our financial condition on the /-^ <*y 
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the mercantile agencies issue quarterly a credit book in 
which is entered the name of each business house through- 
out the country, giving its business standing and the capital 
invested. These agencies generally revise their files from 
time to time and are usually in a position to furnish late 
information; if not, they can obtain it through their repre- 
sentatives. It should be understood, however, that these 
reports cannot always be depended on exclusively, as in 
some cases they represent estimates and not actual infor- 
mation. They are valuable, however, in basing credit, and 
are made use of very extensively by banks. 



EXCHANGE 

9. As already indicated, it is generally necessary for 
banks to have on deposit in reserve cities a portion of their 
funds, on account of the constant demand for exchange on 

<^ekoa. Wash.. r~¥r*sns,r2-<?« 190. 
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those points. Merchants in the smaller towns purchase their 
goods from wholesale houses in large cities, and as it is an 
advantage to be able to make payments by draft or domestic 
exchange, rather than by shipping the exact amount in cur- 
rency, they prefer to do business with a bank able to furnish 
the desired exchange. The interior bank is usually able to 
maintain a sufficient balance to furnish exchange for its 
customers by depositing with its correspondent, drafts on 
points in its vicinity. The funds in the hands of the corre- 
spondent are also utilized by the bank itself, for the 
purchase of commercial paper, the deposit of funds 
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with the government for internal revenue, the ordering 
of silver coin from subtreasuries of the United States, and 
the settlement of balances between banks in payment of col- 
lections, etc. The customary form of bank draft is shown 
in Fig. 26. 

Some interior banks have a custom of notifying a corre- 
spondent bank or reserve agent of the issue of drafts. This 
is for protection against alteration of drafts after they have 
been issued. Fig. 27 shows a form of advice in common use. 
It often occurs that drafts go astray in the mails or become 
destroyed in some 
way, and in such a 
case the drawee bank 
is notified and pay- 
ment on the draft 
stopped. A dupli- 
cate draft is some- 
times issued, the 
correspondent being 
advised of the fact 
on a form similar 
to that illustrated in 
Fig. 28. Duplicate 
drafts bear the same 
number, date, etc. 
as the original, and 
the word "Duplicate* ' is plainly written across the face in 
red ink. 
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Fig. 27 



10. The rate of exchange charged by interior banks for 
drafts on reserve cities varies with the demand for funds. 
At certain seasons of the year, when extensive purchases of 
goods are being made in the cities and large amounts are 
required to meet the payments, a high rate is charged on 
account of the cost of shipping currency to those points to 
make exchange good. It is often necessary to do this for 
the reason that at such seasons drafts, collectable by corre- 
spondence, are much reduced in volume. At other seasons, 
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when the movement of crops calls for a local demand, 
exchange on reserve cities is at a discount; in other words, 
the local bank is obliged to make a charge for cashing 

•^[Correspondents win please use this form of advice in all cases 
where duplicate drafts are issued. Such drafts will not be 
paid unless notice of their issue has been received. No dupli- 
cate draft should be issued until a reasonable time has elapsed 
since the date of the original and a careful examination of the 
account rendered has been made. Duplicates should conform 
in all respects with the original, DATES and NUMBERS 
being the same.] 

^^^^^St7^^^y7j^V^^^^^ BANK, 
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To the 

EASTERN NATIONAL BANK, 

NEW YORK. 

We have this day issued DUPLICATE of our Draft 

on you, Afr /£^4~/7 dated. 

/2- 




for $ /g/fr, T"~ in favor of 

The original of this draft has not been paid, as shoum 
by your accounts current rendered to £^^gr.. i/^ /ff- 



Yours Respectfully, 




Fig. 28 

checks and drafts on such points. This charge is based on 
the cost of currency shipments from such reserve cities for 
local use. In some of the smaller cities, it is the custom to 
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buy and sell exchange on New York, Boston, Philadelphia v 
and Chicago, the discount and premium being based on the 
conditions referred to above. In some cities, a New York 
draft is accepted in lieu of cash in the settlement of clearing- 
house balances, but in cases where cash is the basis of settle- 
ment, it is necessary for the bank paying New York exchange 
instead, to allow a certain discount to be agreed on. The 
fluctuations in exchange are also shown by the fact that 

Equitable NAtionalBank. 
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where usually a charge of i per cent, is made for effecting 
collections on local points, banks offer to handle them at par 
when crop movements make local exchange desirable. The 
selling of exchange is a source of considerable profit to a 
local bank. 

11. It is of great importance that a careful record be 
kept of the drafts drawn on a bank's reserve agent. This 
record is sometimes kept in the general ledger, but very 
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frequently a draft register, as shown in Fig. 29, is used. 
At the close of business the total of the drafts is credited to 
the account of the correspondent on the general ledger. It 
is necessary, of course, to see that the drafts do not exceed 
the remittances, which appear on the general ledger as debit 
entries. In the majority of banks, a record of each draft is 
also made on the stub from which it was detached. At the 
end of the month, the correspondent bank submits a state- 
ment of the account and returns the drafts that have been 
paid. This statement is compared with the bank's record 
to see that no errors have been made and that no drafts have 
been altered in amount subsequent to issue. The statement 
and vouchers are then placed on file. 



CERTIFICATES OF DEPOSIT 

12. In case a depositor desires to leave with a bank a 
sum of money that is not to be disturbed except when the 
whole amount is withdrawn, it is customary for the bank to 
issue an order called a certificate of deposit. This is not a 
convenient form of deposit for funds to be used in commercial 
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transactions, as it cannot be checked against. One of its 
uses is to relieve the depositor of a sum of money that is to 
be used in some transaction later on. When such a deposit 
is made, it is customary to issue a certificate to the depositor, 
payable to the order of himself, on its return, properly 
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indorsed. By exchanging the cash for this certificate the 
depositor puts the amount represented by it in a form 
whefeby no loss is incurred, etc., even if the certificate 
should be mislaid. Certificates are also made use of in the 
temporary deposit of trust funds that later on are to be 
placed in a permanent investment, and they are used to 
transfer funds from one individual to another, although for 
this use cashier's checks have a more common use. The 
form of certificate used for the purposes mentioned is called 
a demand certificate, and is illustrated in Fig. 30. 

The principal use of certificates of deposit is for the pur- 
pose of depositing funds on which interest is to be paid. 
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Many banks pay interest on demand and time certificates if 
left for a certain period, while they do not pay interest on 
check accounts. The reason for this is that a bank is in a 
position to invest its funds more profitably when it knows 
the maturities of its obligations. In many banks, particu- 
larly the smaller ones, this is quite a feature of the busi- 
ness. Fig. 31 is an illustration of a time certificate of 
deposit. In this case the money cannot be called for until 
the end of the period. Some banks issue certificates of 
deposit payable on demand on which interest is paid, the 
rate depending on the date of its presentation. Fig. 32 
shows such a form. 

It is important that a careful record be kept of the issue 
and payment of certificates of deposit. In some banks, the 
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record is kept in the general ledger on pages on which the ' 
numbers of the certificate are printed. This custom is in 
vogue in banks that do not issue many certificates. Banks 
that pay interest on time certificates and issue a large number 
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usually make use of a certificate-of-deposit register, as 
shown in Fig. 33. In most instances, a record is also made 
on the stub of the certificate-of-deposit book. As shown in 

CERTIFICATES OF DEPOSIT 



NUMBER 


3SBu? r 


PAYEES 


AMOWICT 


S8S#t 


2 /9 / 


4&. 


V 


^~^-/2k&SA>7V- 




'(?(t 




^&t 


^ 


*.* 2. 


-^r" 


f'tf 


%xArf^^^™^ 


/ 


r?<sv 




^^ 




2-* .9 




/^ 


o/\ i_yT ^~Y?*r ^4^*sr^4^S. 




f?7rf! 








1/jsJ? 




/Z- 


aCyiSL^A-e^e!^- V^-**-^^-f* -V--^ 


14 


?7<frS 




2^ 


'*? 


^-/^y- 




•■? 


fetfk£&^ 




£f?7 








2-/? 6 




/.r 


y 3?7-iG*&,^^^ 




?<7tf 





















































































































Fig. 88 . 

the illustration, this record gives the number, date of issue, 
the name of the payee, and the amount of the certificate. 
At the time of payment, the certificates are marked off 
this register by entering the date of payment. This method 
of handling certificates leads to the discovery of any changes 
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that may have been made subsequent to their issue. Infor- 
mation can be obtained at any time from the register as to 
the outstanding certificates. When it is the custom of a bank 
to issue time certificates having a definite maturity, another 
column is added to the certificate-of-deposit register, indica- 
ting date of maturity. 

CASHIER'S CHECKS 

13. In making payments of large amounts, it is custom- 
ary for a bank to issue cashier's checks, as shown in Fig. 34. 
These are a bank's checks on itself and are signed by an 
officer. It is sometimes important that obligations be paid 
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in this manner in order that they may be a matter of record. 
In the larger cities, a check is used to pay borrowers the 
amounts of their loans and to pay for commercial paper pur- 
chased; in fact, almost all bank transactions in the larger cities 
consist of cashier's checks, which are cleared through the 
clearing house the following morning. These checks when 
issued are credited and when paid debited to the cashier's 
account. 

Some banks keep a record of the issue of cashier's checks 
in a section of the general ledger set apart for that purpose; 
others have a cashier's check register, similar to the certificate- 
of-deposit register already illustrated. The total of the out- 
standing cashier's checks should agree at all times with the 
amount on the cashier's account carried in the general ledger. 
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Figs. 35 and 36 show forms of record for the receipts and 
payments of the cashier's department, as put through on its 
charge and credit tickets. In Fig. 35, Cashier's Receipts, 
under Cash Received, are entered the amounts received in 
the form of cash or checks; on the credit side, under Sundries 
are entered general credits; under Demand Loans, the prin- 
cipal of loans repaid, and under Interest, the interest paid. 
In Fig. 36, Cashier's Payments, under Demand Loans, the 
payments for loans made by their number; under Sundries, 
general debits; on the credit side, under Cashier's Account, 
the cashier's checks issued by their number, and under 
Sundries, payments made in cash. 



INDIVIDUAL LEDGER 

14. The individual bookkeeper has charge of this 
ledger, which contains the accounts of all depositors except 
bank correspondents. It also frequently contains such 
accounts as Cashier's Account, Certificates of Deposit, 
etc. A form in general use, known as the Boston ledger, 
is shown in Fig. 37. In large banks, and where depositors 
have very active accounts, drawing large numbers of checks, 
auxiliary loose-leaf ledgers are kept, in which the checks 
paid are itemized, as shown in Fig. 38. This also serves as 
a statement and is sent to the depositor when his pass book 
is balanced and vouchers returned. In the smaller banks 
the entries to the debit and credit of an individual account 
appear in detail on the ledger, and there is no necessity for 
such a statement being issued, the entries all appearing on 
the pass book when it is balanced. 

Competition among banks has made it necessary for the 
majority of them to pay interest on balances. Each bank 
has its own system for figuring this interest, and it is diffi- 
cult to illustrate one that could be looked on as a standard 
method. Fig. 39 shows an Interest slip in use by some of 
the larger banks. The balance standing to the credit of the 
depositor is entered on the slip each day and at the end of 
the interest period a footing is made of the total amount and 
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the interest on this total computed for one day at the rate 
fixed. In many banks, an understanding is entered into 
between the bank and its interior correspondent to keep a 
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certain amount on deposit without interest, the amount in 
excess of this free balance to bear interest at a certain rate. 
A form in common use for computing this is shown in 
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Fig. 40. The method of figuring interest in this case is to 
divide the sum of the daily balances by 365, which by point- 
ing off two decimal places, gives the interest on the average 
daily balance at 1 per cent. This is then multiplied by the 
rate fixed. 



To THE EASTERN NATIONAL BANK, 
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THB GENERAL-BOOKKEEPER'S DEPARTMENT 

15. The general bookkeeper has charge of the general 

ledger and such other auxiliary ledgers and records as the 

size of the bank and the system used may require. In banks 

^ ^ in reserve cities, the 

, ^y?y^d^<ft&^^^a^<^rt^a^ Bmk correspondent bank 

accounts are kept 
in separate ledgers. 
In some, the Boston 
ledger is used; in 
others, a form of 
Boston ledger 
shown in Fig. 41 is 
used, the upper left- 
hand figures being 
the credit balance 
brought forwards. 
When only totals 
are posted to the 
ledger, the details 
of each day are col- 
lected and posted in 
a separate loose- 
leaf ledger as shown 
in Fig. 42. This 
also serves as a 
statement, and is 
sent to the corre- 
spondent bank at 
.the end of each month. With it is also sent a blank advice, 
as shown in Fig. 43, which the correspondent is requested to 
fill out and return signed by an officer. This advice, which 
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is called a reconcilement, is turned over to the general book- 
keeper or auditor on its return and any difference that may 
be reported is investigated. 

The record of the bank's investments in stocks and bonds 
is usually kept in the general-bookkeeper's department, in a 
book like that shown in Figs. 44 and 45, Fig. 44 being the 
left-hand page and Fig. 45 the right-hand page. For con- 
venient reference, a brief description of these investments is 
made in a smaller book, such as shown in Fig. 46, which is 
kept in the officers' department. Another important record 
is the detailed expenses of the bank. 

The general ledger contains a condensed record of the 
transactions of the bank, and a complete statement of its 
resources and liabilities. The names of the accounts and 
their order follow, in general, those in the printed blanks 
furnished by the comptroller of the currency, for the reports 
that he requires, the liabilities being grouped by themselves 
and the resources by themselves. 

At the close of each day, a record of the transactions of 
each department is given to the general bookkeeper, and 
from these records and other charge and credit tickets the 
necessary entries are made either in the auxiliary ledgers or 
direct in the general ledger. When auxiliary ledgers or 
records are used, all transactions of the bank are first 
assembled in them, under their proper headings, and only 
the totals are entered in the general ledger. 

Fig. 47 shows a proof of a general ledger such as is used 
by the average bank. It is practically a trial balance. In 
some banks, the ledger itself is kept in this general form, 
following the plan of the Boston ledger, and the columns 
headed Total Debits and Total Credits are omitted and the 
balances of Resources and Liabilities are entered in one 
column, but footed separately. 

In large banks, the general bookkeeper furnishes the 
officers a daily statement of the bank similar to this proof. 
In small banks, it is done less frequently. He also prepares 
the reports required by the comptroller of the currency and 
the state superintendent of banking. 
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16. Report of Condition. — The Revised Statutes of 
the United States require that the comptroller of the currency 
shall obtain from national banks reports of condition at least 
five times each year, and at different times a call is sent out 
from the comptroller's office giving some past date as the 
time at which a report shall be submitted. Five days' time 
is allowed for the submitting of this report. The law 

gKeaswg JLqmrtirtjettt, 

<mmm TEB COMPTROLLER OF THB OURRHNOT. 

Washington, D. C, November 96, 190 



Sir: 

J* accordance with the provisions of Section 8911 of the Revised Statutes 
of the United States, you are hereby required to forward immediately 
to this Office a report of condition of your Bank at the close of business on 
Tuesday, the 96th day of November, 190 , on one of the blank forms herewith 
inclosed, or heretofore furnished. 

Where there is no amount to be entered opposite any item on the- face of the 
report, or in the schedules, the word "none" should be written in every ease. 
EespectfuUy, 



O mm pti vTJ » r ofth4 Currency. 

To the President or Cashier: 

Am h Is tairad to complete the summary of the report! of the tanks at the earliest poeBible date, you 
axe respeetiully r e quest ed U> make up and forward your report immediately upon receipt of thla notice, 
if It baa not already been forwarded. 

If theaJgnaturesof the required ramber of directors can not be obtained without delaying the report, 
yon will please forward it with such as are obtainable, and any informality of thla nature can 
• subsequently be corrected. Hie report ahould not be held for publication. Publisher's certificate may 
to forwarded later. 

Pio. 48 

attaches a penalty of $100 a day for each day's delay beyond 
this period. It is also necessary for this report to be pub- 
lished in some local paper. Fig. 48 shows the letter of the 
comptroller calling for a report of condition. 

Fig. 49 {a) shows a specimen report of condition which 
is self-explanatory, and a careful examination will show the 



PUBLISHER'S CERTIFICATE 



of Bask here. 



}No._ 



Cot toe fwwutn Rep o rt boss tbc news- 



PASTE SO THAT HO PART ( 
BE TOM AWAY 



See Staple Fiona on the bfkfc of 1 
Certificate ' 



TofWttv Certificate to Co wp tiollet of 
-Cunency as pcooptlr •» posalk 



PLEASE OBSERVE THE FOLLOWING REQUIREMENTS. 



L Bach National Bank report mart be published In » nmmK in the 
plaoe where the bank is established; or if thereto no newspaper 
tn the plaoe, then in the one pobUahed nearest thereto in the same 



IL ItmnatbepaoUaliedlntlieaan)efonn,an4tneaknMOToWorttanw 

aa in the aample f orm on the back of this certificate, including the 

full title and location of bank, the affidavit of < 

oartineate, and the attestation of at le 
TJL Items which remain blank in the original may be omitted 

printed report, bat the publication moat never be 

combining two or more items into one. 
IV. lite original report should not be delayed on account of pubhoetion. 

but should be forwarded at the earliest moment possible, and the 

published report can follow at a later date. The form 

can be used to furnish "copy " for the printer. 

(See sections nil and WIS U. a & a) 



State or_ 



Coumtt OF. 

On this-. 



.day of. 



. 1M> 



personally appeared before the undersigned, a Notaby Public 
within and for said oounty and State, ■ 



published at _ 



^ publisher of the 
, a newspaper 
.. , Oounty of 



^ State of. 



who, being duly sworn, states on oath that the Report of 
"The w 



_ in the State of 



_, a true copy of which is hereto 



annexed, was published in said newspaper in its issue of the 
day of , 190 



Publisher 



day of. 



axd- sworn to before me this . 



Notary Public 
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nature of the information required by the comptroller's 
department. As will be seen, the amounts are given in total. 
On the reverse side of this report are several forms giving 
information, in detail, respecting some of the items appear- 
ing on the report; Fig. 49 (b) and (c) shows some of the 
most important of these forms. Fig. 49 (b) gives detailed 
information of the loans and discounts, and the character of 
the overdrafts and whether or not they are of long standing; 
and Fig. 49 (c) shows the liabilities that have been assumed 
by the officers and directors of the bank. The other forms, 
which do not need to be illustrated, furnish a detailed 
description of the stocks and bonds held by the bank, the 
checks and cash items other than the exchanges for the 
clearing house, the name of the reserve bank and the amount 
deposited therein, and a list of the loans exceeding the limit 
prescribed by the Revised Statutes, viz., 10 per cent, of the 
capital stock. , 

As stated, the report of condition must be published in 
some local paper, and the requirements of the comptroller's 
department also make it necessary that a certificate of such 
publication be filed with them. Fig. 50 shows the form of 
the publisher's certificate. 

17. The majority of states have established banking 
departments, each being in charge of a person usually desig- 
nated as Superintendent of Banks. It is customary for this 
official to call occasionally on banks operating under state 
charters for reports of condition. In New York State, these 
reports are called for quarterly on a form like that shown in 
Fig. 51, and the information required is similar to that fur- 
nished to the comptroller of the currency by national banks. 
Fig. 52 shows such a report. Accompanying this are several 
schedules giving practically the same information, in detail, 
as that on the forms printed on the back of the report of the 
national banks to the comptroller of the currency. It is also 
necessary that evidence of the publication of the report of 
state banks be furnished to the state banking department 
in the same manner as required by the comptroller of the 
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currency. This evidence consists of a copy of the advertise- 
ment and the usual publisher's affidavit. 

18. An examination of every national bank is made from 
time to time by a representative of the comptroller known as 

State of New York 



Banking department 

Albany, /tfaAcdr/^/ff 
To the Cashier of the 




e^&2Lday of ///tfsL^A^ 7 go 
is hereby designated in respect to which the Incorporated (Banks, 
Hanking Associations and Individual (Bankers, organized under the 
Laws of this State, shall make report of their condition to me % as* 
required by Section to of Chapter 68g, Laws of i8gz. 

You will please take due notice of this call, and transmit your 
report of your condition at the close of business on that day to me 
within tej? <DJYS,from ike date hereof, as required by Section 21 of 
the Law above cited. 



^^^K^^^g^^^^t^ 



Fig. 51 

a national bank examiner, one being assigned to each district. 
He goes to each bank without any announcement and for the 
time being takes charge of its books and assets. While he is 
not permitted to interfere with the current work of a solvent 
bank, he examines the records of the bank at the opening 
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of business on the day of his visit and sees all the bank's 
assets in the form of loans, discounts, investments, currency, 
coin, etc. This examination is made the basis of a report to 
the comptroller of the currency, and in case any requirement 
of the national bank act is being disregarded, the bank will 
probably receive recommendations from the comptroller of 
the currency. This officer has the power to close a bank in 
case it is evident that its capital has become impaired. State 
banks are also similarly examined by a state examiner under 
the direction of the state banking department. 

Many banks also provide for examinations by directors, 
expert accountants, committees, or an auditor. 



NwvYouk, 



.^^/, 



RECEIVED from Thb Eastbm National Bank, pass book for the accouit of the under- 
signed showing balance f/otf^* dose of business -*%&lj&/: i/7 19Q-, 

together wlth_Z-£i£_canceled vouchers called for by pass book and the fist of 
vouchers. ' The account and vouchers will be promptly examined, and objections (if any) 
to entries made or to vouchers paid, wiB be reported to said bank with due difigence. 

Fig. 58 l^Ji^ktisttfnr/^la^Jf^^ 

The value of the examinations cannot be overestimated. 
They serve to increase the confidence of a community and to 
bring to light and prevent defalcations and embezzlements. 
They also call the attention of officers to any carelessness 
or irregularity on the part of the bank's employes. The 
office of auditor has been created in the larger banks as a 
result of a demand brought about in the development of 
banking, and is of comparatively recent introduction. The 
work varies in different banks. In some institutions he 
acts as the medium between the bookkeepers and the public, 
settling and returning to depositors their pass books and 
canceled, vouchers, taking their receipts for same on a form 
as shown in Fig. 53. The reports or reconcilements of state- 
ments rendered to out-of-town depositors are returned to him 
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for examination. In some banks, he has the custody of the 
books and vouchers, and makes such examinations of the dif- 
ferent departments as may be required, reporting the same 
to the officers. • 

CLEARING HOUSE 

19. Statistics show that 90 per cent, of the daily transac- 
tions are in the form of checks or drafts, and the larger part 
of the work of a bank, therefore, resolves itself into the 
handling, in one form or another, of the checks drawn on 
the bank or received by it for collection. Previous to 1853, 
it was the custom for banks in cities to send out each day, 
with a representative, the checks drawn on the other banks, 
he receiving in return those on his. Balances were paid 
weekly, the cashier drawing checks for those due and send- 
ing them out by messenger. With the natural increase of 
business from the development of the country, the use of 
checks increased, and the demand for cash as a medium 
of exchange grew less. As banks grew in number, there 
came a need for a better system of making exchanges, and 
the clearing house was established. 

The earliest known clearing house was in London in 1775. 
As early as 1831, Albert Gallatin suggested a clearing house 
for New York, but there did not appear to be enough senti- 
ment to bring about its organization. In August, 1853, the 
officers of thirty-eight banks in New York assembled to 
make provision for a clearing house in that city, and in the 
following month a committee was authorized to hire a room 
for the purpose and select the necessary officers. The advan- 
tage of the present clearing-house system will be seen from 
the fact that an average daily clearing of $250,000,000 is 
made in the New York clearing house in about 20 minutes. 
It is necessary for the settling clerk to remain longer than 
that period, but the transfer of checks from one bank to 
another is usually made in that time. 

Doubtless the sole object in view when the clearing house 
was first established was to make the exchange of checks 
and drafts between the associated banks. It has developed, 
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however, into a medium for united action in matters affecting 
mutual welfare, such as the establishing of uniform rates of 
exchange and interest, collection charges, etc., and the ren- 
dering of assistance to its weaker members in times of panic. 
As an illustration of the latter, when a bank member in good 
standing has found itself unable to meet its obligations, the 
other banks have united through the clearing house in 
advancing the necessary funds to tide over the temporary 
embarrassment. The advances are made in the form of what 
are called clearing-house certificates^ and the bank thus assisted 
is required to deposit with the clearing house securities in 
stocks and bonds, which are accepted at about 75 per cent, 
of their value. These certificates are used for the payment 
of balances between the members of the clearing house, the 
same as cash, and when normal conditions are resumed they 
are retired and the securities returned. 

20. Each morning the first work done in a bank is the 
preparation of the items for the clearing house. In some 
instances, these are made ready the night before, no items 
from the morning mail being added, while others add the 
large items received in the morning mail. When the 
exchanges are taken from the letters, they are assorted into 
as many lots as there are clearing house members, each lot 
representing not only the items drawn on that particular 
bank, but those drawn on banks clearing through that 
member. The items are listed by two clerks, one entering 
them on slips and the other on sheets, and when a proof has 
been effected, the checks are placed in a manila envelope 
with the slips, and on the outside of the envelope is pinned 
another slip, which shows the total amount of the enclosure. 
The envelopes are then assorted according to the numbers 
of the clearing-house banks. When this has been done, the 
total amount of each enclosure, as noted on the slip attached 
to the outside of the envelope, is called off and entered on 
the settling clerk's statement, which is shown in Fig. 54; 
this operates as a charge against each clearing-house bank. 
The amounts are also listed on the clearing-house 
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delivery sheet shown in Fig. 55. The amounts are footed 
and the total, which represents the sum to be credited by the 
clearing-house settling clerk to the bank, is entered on a ticket 
as shown in Fig. 56. The amount of the exchanges to each 
bank is also entered on a slip of paper, as shown in Fig. 57. 
When these matters have been attended to, the settling 
clerk and assistant proceed to the clearing house, taking 
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with them the envelopes and forms, handing to the clearing- 
house clerk the ticket, Fig. 56, giving the total of the 
exchanges brought. Arranged in the settling room are 
boxes, or stalls, as shown in Fig. 
member, in which the settling clerk 
takes his place, the delivery clerk 
standing in front with the envelopes 
arranged in order in a bag. At the 
time of clearing, a signal is given 
and each delivery clerk moves to the 
next stall, hands to the settling clerk 
of that bank the exchanges, takes his receipt on the delivery 
sheet, as shown in Fig. 55, and drops into a receptacle 
the slip shown in Fig. 57, showing the amount drawn on 
that bank. This process is repeated at each stall until all 
deliveries are made. 

Each settling clerk, on receiving the envelopes, credits the 
amount to the respective banks on the form, as shown in 
Fig. 54; and when all deliveries are made, confirms the 
entries by comparing them with the slips showing the 
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amounts of the exchanges with the different banks, and 
makes a footing. This total is entered on the form shown 
in Fig. 59 as the amount received, and the amount brought, 
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having already been entered, the difference shows whether 
he is a debtor or a creditor at the clearing house. If the 
amount of the items he brought is greater than those 
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Fig. 69 

received from other banks, he is a creditor, and the amount 
is entered as shown in the illustration and the slip is sent to 
the settling clerk of the clearing house. 
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It is necessary for all settling clerks to remain at the 
clearing house until a proof is effected, which is done on a 
form like that shown in Fig. 60, on the basis of the figures 
furnished by the representative of each bank. The balance 
of each bank is announced from the desk, and these are 
recorded by each settling clerk on the form shown in Fig. 61, 
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Fig. 61 

which is taken back to his bank for reference, the figures 
showing thousands only. 

21. Each clearing house has its own rules regarding 
settlements. In some of the smaller cities, it is the custom for 
balances to be paid in drafts on New York; in others, cash i& 
required except where an agreement has been made between 
the debit and credit banks that New York exchange will be 
accepted on a certain basis in lieu of cash. In New York 
city, it is necessary for the balance to be paid in cash. Debit 
and credit balances are usually handled by a representative 
of the paying-teller's department. The clearing house issues 
a receipt, like that shown in Fig. 62, for a balance paid to it, 
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and the representative of a bank receipts for a credit balance 
on a book provided for the purpose. When settlement has 
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Dollars in full for balance due the Associated Banks. 
$&<<f/?-z£ X^r^/^ttt^, Asst. Manager 
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been made by the payment and receipt of balances, no funds 
will be left in the hands of the clearing-house manager. 

It is customary in New York, when it is necessary to pay 
a large amount to the clearing house, to have bills of the 
denomination of $10,000 placed in strong manila envelopes 
printed as shown in Fig. 63, and delivered at the clearing house 
under the seal of the bank. ^ 

$100,000 



When a payment is made 
in this form, the envelope 
passes through the clear- 
ing house for the amount 
noted on the outside, 
although its contents are 
not examined. 

22. Each clearing- 
house association is gov- 
erned by its own set of 
rules; but as the regula- 
tions of the smaller clear- 
ing houses are modeled, to 
a great extent, after those in the larger cities, the rules of the 
New York Clearing House Association will furnish a standard. 
Among the most important of the rules are the following: 

Between the hours of 12:30 and 1:30 p. m., the debtor banks shall 
pay to the manager of the clearing house the balances against them. 



One Hundred Thousand Dollar* 

PAID TO THt 

New York Clearing House 

— BY — 

EASTERN NATIONAL BANK 

No. 5 

Counted and Sealed by± 
Pig. 68 
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At 1:30 P. m., the creditor banks shall receive from the manager the 
respective balances due them. 

Errors in the exchanges and claims arising from the return of checks 
or from any other cause are to be adjusted directly between the banks'. 

All checks, drafts, notes, or other items in the exchanges to be dis- 
honored, because "not good" or "missent," shall be returned the same 
day, before 3 p.m., directly to the bank from which they were received. 
Items to be returned, because of irregularity of indorsement, may be 
sent through the exchanges, provided that the amount is $5,000 or 
less. 

Every member of the association shall furnish, for publication, a 
weekly statement of its condition showing the average amount of: 
(1) loans and discounts; (2) specie; (3) legal tender notes; (4) circula- 
tion; (5) deposits. 

In order to insure the prompt and careful handling of the exchanges 
for the purpose of effecting a settlement as early as possible, and to 
enforce discipline among the bank representatives, the following system 
of fines has been adopted: 

1. Error on the part of the settling clerk in the amount 

brought, each $3 

2. Error on the part of the settling clerk in making 

entries of amounts received, each $2 

3. Errors in making out tickets reporting statement of 

exchanges to the clearing house, each $2 

4. Error on the part of the settling clerk in footing the 

amount received, each $1 

6. Disorderly conduct on the part of any bank repre- 
sentative, or disregard of the manager's instruc- 
tions, each offense $2 

6. Failure of delivery clerk or settling clerk to attend 

punctually at 10 a. m., each $2 

7. Failure on the part of a bank to pay balances due 

clearing house before 1:30 p. m $3 

8. Error in delivery or receipt of exchanges $1 



SAVINGS DEPARTMENTS 

23. In the last few years, savings departments have 
been opened by a number of national and state banks through- 
out the country, and have proved valuable additions to the 
business of the banks operating them. 

Considerable doubt as to the propriety of a national bank 
engaging in this line of banking has existed in the minds of 
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many, and in reply to numerous inquiries concerning the 
matter, the comptroller of the currency prepared the follow- 
ing circular letter: 

Snt: — In reply to your letter of , relating to the right of a 

national bank to operate a savings department, you are respectfully 
informed that there does not appear to be anything in the national 
bank act which authorizes or prohibits the operation of a savings 
department by a national bank. 

Many national banks pay interest on deposits, the receipt of such 
deposits being evidenced either by entries in the pass books of the 
depositors or by issue of certificates of deposit, as may be preferred. 
Deposits of this character must be shown in the deposits of the bank, 
and loaned in the manner provided by the national bank act. This 
would prevent a national bank from accepting real-estate collaterals, 
which are deemed judicious for savings banks. All deposits, however, 
in a national bank are payable on demand, except when made the 
subject of special contract, but the right of a bank to make a contract 
of that nature is a matter for judicial determination. 

The expediency of a national banking association, organized for the 
purpose of doing a business of discount and deposit, engaging in the 
business of a savings bank is one for consideration and determination 
by the board of directors. 

Respectfully, 



Comptroller. 

Savings deposits are made in the ordinary way. The pass 
books differ from those used for commercial accounts, in 
having the rules of the bank with regard to savings 
accounts, printed on the inside of the cover, and being 
ruled with three columns, headed Deposits, Withdrawals, 
Balance. Interest is credited quarterly or semiannually at 
a stated rate per cent, per annum, on amounts that are left 
undisturbed for the 3 consecutive months of each interest 
period; but some banks allow interest on each month's 
undisturbed balance. The deposits are subject to with- 
drawal with or without the pass book, although banks pre- 
fer that the pass book be presented, and frequently make it 
a condition, which is accepted by the depositor, when printed 
in the pass book. 

Savings accounts are generally inactive, but are handled 
by banks in the same general way as commercial accounts. 



60 NATIONAL AND STATE BANKS §3 

They are kept in separate ledgers, for convenience and 
statistical purposes, which enables the officers to see what 
proportion of the total deposits are savings or interest 
funds. It also enables them to estimate their liability for 
interest. 

FOREIGN EXCHANGE DEPARTMENT 

24. The rapid development of our financial and commer- 
cial relations with foreign countries has made it necessary 
for many banks throughout the country to handle foreign 
business. As a result, banks in many of the large cities have 
organized foreign-exchange departments and opened 
accounts with banks in the principal foreign cities. Banks in 
other cities and towns, where there is not sufficient business 
to warrant the opening of direct accounts abroad, operate 
through these central banks, from which they receive rates 
for buying and selling exchange. 

When the terms of the account have been agreed on, the 
American bank purchases commercial and bankers' bills of 
exchange drawn on foreign points. These he remits to his 
foreign correspondent, for collection or discount and credit, 
and thus opens the account. Commercial bills are drawn 
by exporters against shipments of merchandise to foreign 
countries. They are generally secured by the relative bills 
of lading and insurance certificates that are attached to them 
and which are usually surrendered only on payment of the 
drafts. Bankers' bills are the drafts of bankers on their 
foreign correspondents. Sometimes, when rates are lower 
in Europe than here, and there is a good local demand for 
money, it becomes profitable for the bank to borrow money 
abroad and loan it at home. This may be done by drawing 
60- or 90-day bills, known as long dills, on the foreign banks, 
which are accepted and discounted by them against the 
deposit of accepted securities with them or some correspond- 
ent of theirs in this country. These credit balances are 
drawn on, by drafts and cable transfers drawn by the bank 
on its foreign correspondents, which the bank sells to 
importers, bankers, travelers, and any persons wishing to 
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make payments abroad. The bank's profits are made by buy- 
ing exchange at one rate and selling it at a higher rate. 

It is always best for exporters, in drawing on foreign 
countries, to make their drafts in the currency of the country 
on which they are drawn, and the rate can always be obtained 
from any bank operating a foreign-exchange department. 
The maximum and minimum rates of exchange are fixed 
by the cost of exporting and importing gold; i. e., they will 
not rise above the cost of exporting gold, and they will 
not decline below the cost of importing it. The fluctuations 
within these limits are governed by the laws of supply 
and demand, subject to the discount rates in the financial 
centers of the different countries, notably the cities New 
York, London, Paris, and Berlin. 



PROMTS AND LOSSES 

25. The profits of a bank are derived from the income 
that it receives from the investment of its funds, from com- 
mission and exchange, and from circulation, etc. The legal 
reserve that banks are required to .carry reduces the amount 
available for investment and, consequently, also the profit of 
the bank. 

The profits should be sufficient to pay a fair dividend on 
the capital stock after paying the expense of management 
and crediting to the surplus account sufficient funds to meet 
possible losses. Before declaring a dividend, every national 
bank is required to carry one-tenth of the net profit of each 
preceding half year to its sui*plus account, until this surplus 
amounts to 20 per cent, of its capital stock, and it is the 
general policy of successful banks to increase their surplus 
rather than declare larger dividends. This is not only for 
the protection of stockholders, but of depositors as well. 
The well-managed bank invests its funds conservatively with 
a view to receiving in return a fair rate of interest and prompt 
payment of the principal. 

The losses of a bank are due to various causes. Some 
idea of these causes may be obtained from the following 
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table, which shows the causes of the 390* complete failures 
of national banks between 1863 and 1900: 

Defalcations of officers 30 

Fraudulent management 93 

Wrecked by cashier 13 

Excessive loans to officers, directors, and others 71 

Depreciation of securities 15 

Investments in real estate and mortgages ... 14 

Failure of large debtors 7 

Injudicious banking and imprudent methods . . 98 
General stringency in the money market and 

shrinkage in values 49 

It is difficult for the officers of a bank to keep its loanable 
funds employed without suffering some losses on account of 
the failure of borrowers to meet their obligations. This is 
sometimes the resujt of misrepresentation and fraud, but 
more often the result of carrying a borrower who is doing a 
large business on credit. Such borrowers, finding their busi- 
ness profitable, are tempted to use the profits in the constant 
enlargement of their business instead of the liquidation of 
their debts. Such a process works well until a sudden 
reaction in business prosperity comes or a rumor is set 
afloat regarding the standing of the borrower, bringing about 
the refusal of the banks to renew the notes maturing. It is 
seldom possible, under these conditions, for the borrower to 
liquidate his indebtedness rapidly enough to meet maturing 
obligations. It has often happened that severe losses fol- 
lowed the failure of one whose business or investments gave 
evidence of great future profits, but who could not at the 
time turn his investments into available cash. It also often 
happens that a borrower will increase his line of loans or dis- 
counts for the purpose of making good the losses incurred. 
This method is sometimes adopted to continue an unprofit- 
able business, the borrower hoping that time will bring about 
a changed condition. 

Banks in reserve cities sometimes meet losses on loans 
made to other banks, notwithstanding the fact that the loan 
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was secured by the institution's "bills receivable." This is 
often due to the fact that the failure of a bank results in the 
embarrassment of its principal depositors and borrowers, 
the collateral thus becoming uncollectable at its face value. 

Too many bank losses and even failures are the result of 
defalcations on the part of officers or employes. The majority 
of the defalcations or embezzlements are brought about by 
losses sustained by officers or employes in speculation on 
private account. They are due to the desire to invest in 
something that promises a quick return, or the wish to live 
better than the personal income warrants, which results in 
an appropriation of the funds of the bank with the expecta- 
tion of replacing them later on. 

Banks also meet losses through forged drafts paid, or 
through loans made on notes either fraudulent themselves 
or bearing the forged indorsement of the party on whose 
responsibility the loan was made. 

Banks in villages have limited protection in the form of 
vaults and safes, and often suffer losses through burglary. 



NATIONAL BANK SUPERVISION 



ORGANIZATION, EXAMINATION, 
AND RECEIVERSHIPS 



DEPARTMENT OF THE COMPTROLLER OP 
THE CURRENCT 

1. National banks are established by the authority of the 
United States Government and are under the immediate 
direction and supervision of the comptroller of the currency, 
who is appointed by the President for a period of 5 years. 
His department consists of an organization division, a divi- 
sion of issue and redemption, and a division of reports; while 
over five thousand banks are under his charge. Nearly one 
hundred people are employed there at salaries that amount 
to over $100,000 annually. Besides, there are connected with 
it, but paid by the banks and not by the government, the men 
in charge of the affairs of insolvent national banks. 

Supervision over the affairs of national banks is exercised 
through examiners and receivers, and it is important that the 
men filling these positions shall be worthy of trust, who will 
give the comptroller of the currency fairly and impartially 
the facts as they exist. The attitude of the department of 
the comptroller of the currency is one of helpfulness and aid 
to all institutions in his care. If, however, it is found that 
banks are practicing injudicious methods or are disobeying 
the law, they are warned against it. When it becomes neces- 
sary to close the doors of a national bank, the department 
makes every effort by the appointment of proper officers and 
a careful system of accounts — both supervised through a 

For notice of copyright, see page immediately following the title page 
14 
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well-perfected plan of accounting and management — to have 
the affairs of the institution faithfully and economically 
administered, so that there shall be a maximum of returns 
to creditors at a minimum of cost. 



ORGANIZATION 

2. When it is desired to organize a national bank, appli- 
cation is made to the comptroller of the currency on the form 
shown in Fig. 1. On receipt of an application, the comp- 
troller sends to the organizers, for their information and 
guidance, Treasury Department Document No. 2283, which 
is as follows: 

INSTRUCTIONS AND SUGGESTIONS RELATIVE TO 
THE ORGANIZATION OF NATIONAL BANKS 

Organization. — The preliminary proceeding in connec- 
tion with the organization of a national bank is to make an 
application to the comptroller of the currency, stating the 
desired title, the location, and the proposed capital. The 
application must be signed by at least five persons who con- 
template being stockholders of the association. (Section 
5133, United States Revised Statutes.) The application 
should contain a statement as to the business and financial 
standing of the applicants and an indorsement by a United 
States senator, representative, judge of court, or other 
prominent public official in relation to the character and 
financial responsibility of the applicants. Blank applications 
will be furnished on request. 

If the application receives the approval of the comptroller, 
he will furnish all necessary blank forms for completing the 
organization, with instructions for their proper execution, 
and the title applied for will be reserved for a period of 
sixty days, during which time it is expected that the organiza- 
tion of the bank will be completed. 

Capital Required. — National banks with a minimum 
capital of $25,000 may be organized in places the population 
of which does not exceed 3,000; with a minimum capital of 



APPLICATION TO ORGANIZE A NATIONAL BANK 

The name of the place should form a part of the title, thas "The First National 
Bank of A ." but the name of the state should not be included. 

Consideration will not be riven to an application for a title including: the word 
"First/* if a national bank exists or has existed at the given locality; nor to an appli- 
cation for a title identical with that of a national bank heretofore in existence, nor to 
one materially similar to that of a national, state, or other bank existing in the place. 



.,190 



To thb Comptroller of the Currency, 

Washington, 

Sir:— Notice is hereby given that we, the undersigned, being natural 
persons, and of lawful age, intend, with others, to organize a National 

Banking Association, under the title of "The 

, M to be located at , county 

of -. , state of , with capital of 



., to succeed the_ 



-bank of_ 



We request that the title be reserved for a period of sixty days and 

the necessary organization papers and instructions sent to 

at ' 



[This applicants snut at ttssttf ay at least flvt pratpactlft thartasldtrt, aid ltdarttd at istlcatad.) 


Signatures of Applicants 


Residences 


Business 


Financial 

Strength, in 

Figures 




' 























































The signers of this application are known to be reputable citizens, 
and the foregoing information in reference to their business and finan- 
cial standing is, in my opinion, correct. 



Officii 



•Signature of member of congress, judge of court, or other prominent public 
lat 



Fio. 1 



APPLICATION 



TO ORGANIZE 



'The. 



-National- 



Bank of- 



Capital, S- 



Filed- 



Population- 



treasury Dtparttteitt 

Office of Comptroller of the Currency 



Washington,- 



.,190 



With the approval of the Secretary of the 
Treasury, the organization of the above-named 
bank will be authorized. 



Comptroller. 



Approved: 



Secretary of the Tr$aswy. 
The Back op Fio. 1 
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$50,000, in places the population of which does not exceed 
6,000; with a minimum capital of $100,000, in places the popu- 
lation of which does not exceed 50,000; and with a minimum 
capital of $200,000, in places with a population of over 50,000. 
The persons organizing an association must enter into 
articles of association, as required by section 5133. (The 
sections referred to herein are of the United States Revised 
Statutes.) The following is submitted as a general form for 
these articles: 

Articles op Association 

For the purpose of organizing an association to carry on the 
business of banking, under the laws of the United States, the under- 
signed subscribers for the stock of the association hereinafter named 
do enter into the following articles of association: 

First. The title of this association shall be* "The " 

Second . The place where its banking house or office shall be located , 
and its operations of discount and deposit carried on, and its general 
business conducted, shall be . 

Third. The board of directors shall consist of shareholders. 

The first meeting of the shareholders for the election of directors shall 

be held at on the , or at such other place 

and time as a majority of the undersigned shareholders may direct. 

Fourth. The regular annual meetings of the shareholders for the 
election of directors shall be held at the banking house of this associa- 
tion on the second Tuesday of January of each year; but if no election 
shall be held on that day, it may be held on any other day, according 
to the provisions of section 5149 of the Revised Statutes of the United 
States, and all elections shall be held according to such regulations as 
may be prescribed by the board of directors, not inconsistent with the 
provisions of the national banking law, and of these articles. 

Fifth. The capital stock of this association shall be thousand 

dollars, divided into shares of one hundred dollars each; but the capi- 
tal may, with the approval of the comptroller of the currency, be 
increased at any time by shareholders owning two-thirds of the stock, 
according to the provisions of an act of Congress approved May 1, 
1886; and in case of the increase of the capital of the association, each 
shareholder shall have the privilege of subscribing for such numbers 
of shares of the proposed increase of the capital stock as he may be 
entitled to according to the number of shares owned by him before the 
stock is increased. 



•Care should be taken to enter the exact title, as approved. In the organization 
and all other corporate papers of the association. 
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Sixth. The board of directors, a majority of whom shall be a 
quorum to do business, shall elect one of its members president of this 
association, who shall hold his office (unless he shall be disqualified, or 
be sooner removed by a two-thirds vote of all the members of the board) 
for the term for which he was elected a director. The directors shall 
have power to elect a vice-president, who shall also be a member of the 
board of directors, and who shall be authorized, in the absence or ina- 
bility of the president from any cause, to perform all acts and duties 
pertaining to the office of president except such as the president only 
is authorized by law to perform, and to elect or appoint a cashier, and 
such other officers and clerks as may be required to transact the busi- 
ness of the association; to fix the salaries to be paid to them, and con- 
tinue them in office, or to dismiss them as, in the opinion of a majority 
of the board, the interests of the association may demand. 

The directors shall have power to define the duties of the officers 
and clerks of the association, to require bonds from them, and to fix 
the penalty thereof; to regulate the manner in which elections of direct- 
ors shall be held, and to appoint judges of the elections; to make all 
by-laws that it may be proper for them to make, not inconsistent with 
law, for the general regulation of the business of the association and 
the management of its affairs; and generally to do and perform all acts 
that it may be legal for a board of directors to do and perform under 
the Revised Statutes aforesaid. 

Seventh. This association shall continue for the period of twenty 
years from the date of the execution of its organization certificate, unless 
sooner placed in voluntary liquidation by the act of its shareholders 
owning at least two- thirds of its stock, or otherwise dissolved by author- 
ity of law. 

Eighth. These articles of association may be changed or amended 
at any time by shareholders owning a majority of the stock of the 
association, in any manner not inconsistent with law; and the board 
of directors, or any three shareholders, may call a meeting of the 
shareholders for this or any other purpose, not inconsistent with law, 
by publishing notice thereof for thirty days in a newspaper published 
in the town, city, or county where the bank is located, or by mailing 
to each shareholder notice in writing thirty days before the time fixed 
for the meeting. 

In witness whereof, we have hereunto set our hands this day 

of 



Note. -Five persons are required to sign; more may sign, but this number to 
sufficient. 
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I certify that these articles of association are executed in duplicate; 
that one of the instruments so executed is the foregoing; and that the 
other, alike in all respects, is on file with said bank. 



(Tbbe signed by President or Cashier) 



(Dais) 

Instead of providing, in the third article, for the election 
of the first board of directors, the names of the directors 
may be given in the article. When the stockholders are 
agreed as to the persons who are to constitute the directors, 
this is more convenient than to hold an election. In this 
event, the third article should read as follows: 

The board of directors shall consist of shareholders, and the 

following persons [here insert their names] are hereby appointed direct- 
ors of this association, to hold their offices as such until the regular annual 
election takes place, pursuant to the fourth article of these articles of 
association, and until their successors are chosen and have qualified. 

The third article, if desired, may also be made to provide 
for what is termed a sliding scale instead of a fixed number of 
directors; in other words, a minimum and maximum number 
of directors, in which event the article should read as follows: 

The board of directors shall consist of not less than [insert mini- 
mum number] nor more than [insert maximum number] shareholders. 
The number of directors elected at each annual meeting shall consti- 
tute the board for the year, all vacancies to be filled in accordance 
with the provisions of section 5148. 

The persons uniting to organize a national bank must be 
natural persons — that is, individuals who can legally hold 
and control property in their individual right — and not cor- 
porations, firms, or associations of any character. 

The proportion of capital required for organization (that 
is, one-half) must be paid in money, and each subsequent 
instalment must be so paid until all the capital is paid in. 
Promissory notes or other evidences of debt cannot be taken 
in payment for subscriptions to capital stock. 

Five persons at least are required to sign the articles of 
association, and those who sign the articles must also sign 
the organization certificate. This certificate should be 
executed at the same time or subsequent to execution of the 
articles of association. 
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The articles of association, organization certificate, and 
certificate of payment- of capital must be executed in dupli- 
cate, and one copy of each filed in the office of the comp- 
troller of the currency and the other retained by the bank. 



Organization Certificate 
We, the undersigned, whose names are specified in article fourth of 
this certificate, having associated ourselves for the purpose of organi- 
zing an association for carrying on the business of banking, under the 
laws of the United States, do make and execute the following organi- 
zation certificate: 

First. The title of the association shall be "The " 

Second. The said association shall be located in the of 

_, county of , and state of , where its operations of 



discount and deposit are to be carried on. 

Third. The capital stock of this association shall be dollars 

($ ), and the same shall be divided into shares of one 

hundred dollars each. 

Fourth. The name and the residence of each shareholder of this 
association, with the number of shares held, are as follows: 



Name 



Residence 



Number of Shares 



Notb.— The names, etc. of all the shareholders mast be given. 

Fifth. This certificate is made in order that we may avail ourselves 
of the advantages of the aforesaid laws of the United States. 

In witness whereof, we have hereunto set our hands this day 

of 



Notk.— Those that have signed the articles of association are required to sign 
this certificate, and they must do so in their own handwriting. They must also 
make acknowledgment. 

State of 1 

County of J 



Before the undersigned, a of , personally appeared 

to me well known, who severally acknowledged that 
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they executed the foregoing certificate for the purposes therein 
mentioned. 

Witness my hand and seal of office, this day of 

(Official Skal of Officer] ____ 

The association will have succession for a period of 
twenty years from the date of the execution of the organiza- 
tion certificate, and not from the date of the certificate of the 
comptroller of the currency authorizing the bank to com- 
mence business. (See section 5136.) 

The name, etc. of each stock subscriber, but not neces- 
sarily his signature, is required in the fourth subdivision. 
Each person who signs the articles of association is also 
required to sign the organization certificate. 

The organization certificate must be acknowledged before a 
judge of a court of record or a notary public having a seal, and 
all the shareholders who sign in the fifth subdivision must make 
proper acknowledgment of the execution of the certificate. 

Inasmuch as the laws of the several states differ % as to the 
rights of married women in regard to their separate estates 
and property, and as to the effects of covenants and agree- 
ments made by them, and also as to the forms of acknowledg- 
ment of instruments executed by them, any organization 
papers bearing the signatures of women must be accompanied 
by evidence that under the laws of the state they have the 
power to be parties to the organization. 

When the organization of a bank is effected and stock cer- 
tificates are paid for in full and issued, they must be in' the 
names of shareholders and for the numbers of shares of stock 
listed in the organization certificate, transfers to be made in 
the regular manner in the case of any stock which changes 
ownership. 

The foregoing instructions apply solely to new organiza- 
tions. If it be desired to convert, under the provisions of 
section 5154, a bank existing under state laws, the method of 
procedure and the forms necessary will be found elsewhere. 

The proceedings for the conversion of a state bank into a 
national association are substantially the same as those for 
the organization of a new bank. 
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Directors. — After the execution of the organization cer- 
tificate, if the directors are not designated in the articles 
of association, the shareholders should proceed to elect 
directors as provided in section 5145. Each director must, 
after his election or appointment (but not prior to the date 
of execution of the articles and organization certificate), 
take an oath of the following form: 



Oath of Director 

State of ! 1 

County of J 

I, the undersigned, director of The , of , in the state of 

_, being a citizen of the United States, and resident of the state 



of , do solemnly swear that 1 will, so far as the duty devolves on 

me, diligently and honestly administer the affairs of said association; 
that I will not knowingly violate, or willingly permit to be violated, 
any of the provisions of the statutes of the United States under which 
this association has been organized; and that I am the owner, in good 
faith, and in my own right, of the number of shares of stock required 
by said statutes, subscribed by me or standing in my name on the 
books of the said association; and that the same is not hypothecated, 
or in any way pledged as security for any loan or debt. 



(Place of residence) 

Subscribed and sworn to this day of , before the under- 
signed, a in and for said county. 

[Official Sbal of Officer] , 

Notary Public. 

NoTR.-Each director when elected must take the oath of office, and, under sec- 
tion 5147 U. S. R. S.. it should be transmitted to the comptroller of the currency 
immediately after the election. If the officer administering the oath has no seal, a 
certificate of the proper state, county, or court official to the effect that such officer 
is authorized to take acknowledgments must be attached. 



Oath of Directors 

State of 1 

County of J 



We, the undersigned directors of "The ," of 

_, in the state of L, being citizens of the 



United States, and residents of the state of , do, each 

for himself, and not one for the other, solemnly swear that we will 
severally, so far as the duty devolves on us, diligently and honestly 
administer the affairs of said association; and that we will not know- 
ingly violate, or willingly permit to be violated, any of the provisions 
of the statutes of the United States under which said association has 
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been organized; and, each for himself, does solemnly swear that he is 
the owner in good faith, and in his own right, of the number of shares 
of stock required by said statutes, subscribed by him or standing in 
his name on the books of the said association; and that the same is not 
hypothecated, or in any way pledged as security for any loan or debt. 



Name 
(Original Signatures Necessary) 



Place of Residence 



Subscribed and sworn to this day of , before the under- 
signed, a in and for said county. 

[Official Seal of Officer] 1 

Notary Public, 

A shareholder to be eligible as a director must be a citizen 
of the United States and own in his own right at least ten 
shares of the capital stock of the bank, such stock not being 
hypothecated or in any way pledged as security for any loan 
or debt. A director on ceasing to be the absolute owner 
of the stock becomes disqualified as a member of the board. 

At least three-fourths of the directors must have resided 
in the state, territory, or district in which the association is 
located for a year or more immediately preceding their elec- 
tion, and must be residents therein during their continuance 
in office. 

In all elections of directors, and in deciding all questions at 
meetings of shareholders, each shareholder shall be entitled 
to one vote on each share of stock held by him. Under sec- 
tion 5144, shareholders may vote by proxies duly authorized 
in writing, but no officer, clerk, or teller, or bookkeeper of 
the association can act as proxy, and no shareholder whose 
liability is past due and unpaid shall be allowed to vote. 

The comptroller, supported by certain decisions of the 
courts, holds that a director is an officer within the meaning 
of said section, and, furthermore, that the prohibition with 
regard to the voting of stock by a shareholder who is liable 
to the bank merely applies to subscriptions to capital stock. 

Cumulative voting at meetings of national banking associa- 
tions is not permissible. For instance, if a shareholder is 
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the owner of ten shares of stock and seven directors are to 
be elected, he cannot cast seventy votes in favor of any one 
person as a director, but is at liberty only to cast ten votes 
for each of the seven candidates. 



Form of Proxy 

Know all men by these presents, that I, , do hereby con- 
stitute and appoint attorney and agent for me, and in 

my name, place, and stead to vote as my proxy at any and all elections 

of directors of according to the number of votes I should 

be entitled to vote if there personally present. 

In witness whereof, I have hereunto set my hand this day 

of , one thousand nine hundred and 



Signed in presence of 



The directors having been elected and having qualified 
should, as soon as practicable, elect a president and vice- 
president of the association, a cashier, and such other officers 
as may be required (section 5136, paragraph 5), and call in 
the subscriptions to the stock according to the terms of sub- 
scription and the requirements of the law. As soon as at 
least 50 per cent, of the capital stock of the association 
is paid in, a certificate in substantially the following form 
should be executed and sworn to by the president or cashier, 
and forwarded to the comptroller: 



Certificate of Payment of First Instalment of 
Capital Stock 
It is hereby certified, as required by section 5140 of the Revised 
Statutes of the United States, that of the authorized capital stock of 
$ of The National Bank of , organized in con- 
formity with the provisions of the banking laws of the United States 
authorizing the organization of national banking associations, the 
first instalment, amounting to $ has been paid in cash. 



STATE OF 1 President or Cashier. 

County of J 

Subscribed and sworn to before the undersigned, a of the 

said county, % this day of , 190 



[Official Seal of Officer] 



(Official Title) 
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Deposit of Bonds. — Banks with capital of $150,000 or 
less are required to deposit bonds equal to one-fourth of 
their capital, and a deposit of at least $50,000 in bonds must 
be made by banks with capital in excess of $150,000. The 
issue of circulating notes is optional with the directors of a 
bank, but deposit of bonds is mandatory. 

United States registered interest-bearing bonds should 
be sent to the comptroller of the currency for transfer to 
and deposit with the treasurer of the United States in trust 
for the association to the account of which they are to be 
credited. In assigning bonds, care should be exercised to 
enter the exact corporate title of the association. 

Coupon bonds can be exchanged for registered bonds by 
sending them to the comptroller of the currency, with a 
request for their exchange, and that the registered bonds be 
issued to and deposited with the treasurer of the United 
States in trust for the association interested. 

The comptroller will authorize the payment of interest on 
bonds to the bank depositing them; and the treasurer of the 
United States will pay the interest, by check, to the order of 
the bank, payable at the office of any United States assistant 
treasurer or jat any United States depository. 

Withdrawal of Bonds. — The law permits national 
banking associations to withdraw bonds in excess of the 
legal requirement, held by the treasurer of the United States 
in trust, on deposit of a like amount of lawful money with 
the treasurer or an assistant treasurer of the United States, 
to provide for the redemption of the currency secured by 
such bonds. 

Authority to withdraw the bonds must be conferred on 
the comptroller of the currency by the board of directors, 
and on some one other than a government official to sell 
and assign them. If an official of the bank is authorized to 
dispose of the bonds, the resolution should be certified by 
some officer of the association other than the one empowered 
to assign them. It is recommended that resolutions be 
adopted only at regular meetings, but when passed at a 
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special meeting the certificate must be signed by two 
officers, a form for which purpose will be furnished on 
application to the comptroller of the currency. 

Circulating Notes. — National banking associations are 
entitled to receive and issue circulating notes equal to the 
par value of the bonds deposited, not exceeding the amount 
of the paid-in capital stock. (See section 5171 as amended 
March 14, 1900.) 

Section 13 of the act of March 14, 1900, imposes a tax of 
one-fourth of 1 per cent, each half year on the average 
amount of notes in circulation, secured by 2-per-cent. bonds 
issued under the provisions of that act. Circulating notes 
secured by all other classes of bonds are subject to the semi- 
annual duty of one-half of 1 per cent, provided by section 
5214 of the Revised Statutes. 



Original Order for Plates and Circulation 
[Letter ; series of 1902] 



Charter No. 



.National. 



.Bank of_ 



To the Comptroller of the Currency, 

Sir: — You are requested to have plates engraved for this bank, the 
cost to be paid upon demand, and circulating notes printed therefrom 
as follows: 



Cost of 
Plates 



$75 
75 
50 



Number of 

Sheets 

Ordered 



Denominations on Sheets 



$5, $5, $5, $5 • • • 
$10, $10, $10, $20 , 
$50, $100 

Total . . . , 



Value per 
Sheet 



$ 20 

50 

I50 



Amount of 
Circulation 



Respectfully, 



Cashier. 



Note.— Original orders for circulation should be as nearly one and one-fourth in 
amount of the par value of bonds to be deposited as can be made from multiples of 
the face value of sheets <1f notes ordered. Circulation ordered in excess of the bonds 
deposited will be required to replace mutilated notes returned for redemption and 
destruction. 



§4 



NATIONAL BANK SUPERVISION 



13 



The act of March 14, 1900. provides that no national bank shall be entitled to receive 
from the comptroller, or to issue, more than one-third, in amount, of its circulating 
notes of the denomination of five dollars. Banks desiring: circulating notes of the 
denomination of five dollars must necessarily order, at least, two plates. 

It requires about forty days to engrave the plate and to print circulating notes, but 
the order cannot be acted on until all legal requirements are satisfied, including the 
deposit of bonds with the Treasurer of the United States, as the character number 
of the association, which cannot be previously determined, must appear on the plate 
from which the notes are printed. 



Charter No.. 



Supplementary Order 
[Series of ] 



To the Comptroller of the Currency, 

Sir: — You are requested to have printed for this bank circulating 

notes in blank to the amount of (see note) dollars, and of the 

following denominations: 



Number of 
Sheets 


Plates 


Amount 




Sheets, $5, $5, $5, $5 • • • • 
Sheets, $10, $10, $10, $20 . . 
Sheets, $50, $100 

Total 


. . ($20 per sheet) . 

. . ($50 per sheet) . 

. ($150 per sheet) . 


$ 













Respectfully, 



Cashier. 



Noni.-Bank officers should observe the multiples of the different sheets of note^s 
and enter amounts that can be made from such multiples. This will save returning 
orders for correction. Under the act of March 14. 1900. five-dollar notes are limited 
to one-third of a bank's circulation. In ordering currency, bank officers should 
observe this limit, taking into consideration, in estimating the amount needed, both 
the amount of fives outstanding and the amount already printed and on hand in the 
Treasury Department. 

Certificate of Authority to Commence Business. 
The necessary amount of bonds having been deposited with 
the treasurer, the comptroller will, if he is satisfied that the 
association has complied with the requirements of the law, 
and that the shareholders have, in good faith, organized for 
the legitimate objects contemplated by the bank act, give to 
the association a certificate authorizing it to commence the 
business of banking (sections 5168, 5169). This certificate, 
on its receipt, must be published according to the require- 
ments of section 5170, and proof of publication forwarded 
to the comptroller at the proper time. 
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The certificate of authority to begin business, or, as is 
generally understood, the charter issued to a national bank- 
ing association, reads as follows: 



No 

Treasury Department, 
Office of Comptroller of the Currency, 

Washington, , 190 

Whereas, by satisfactory evidence presented to the undersigned, it 
has been made to appear that: 

The , located in the 

of , in the county of and state of_ 



has complied with all the provisions of the statutes of the United States 
required to be complied with before an association shall be authorized 
to commence the business of banking: 

Now, therefore, I, , comptroller of 

the currency, do hereby certify that: 

The , located in the 

of , in the county of and state of_ 



is authorized to commence the business of banking as provided in sec- 
tion fifty-one hundred and sixty-nine of the Revised Statutes of the 
United States. 

In testimony whereof, witness my hand and seal of office this 

day of , 190 

[sbal] ~~ ' 

Comptroller of the Currency, 

Commencement of Business. — The association having 
received authority to commence the business of banking, it 
is presumed that a suitable banking house or room has been 
secured, and also a vault or safe, which should be fire and bur- 
glar proof. In ordering stationery, provision should be made 
for printing the charter number of the bank on letter heads. 

The comptroller should be promptly advised of the date on 
which the bank begins business. 

Payment of Capital. — The certificate of officer, a form 
for which is given in Fig. 2, is the certificate of the payment, 
in cash, of the first instalment of the capital. The five 
remaining instalments must also be paid in money and 
certified, by the president or cashier, under seal of the bank 
to the comptroller, one at the end of each succeeding month 
(thirty days) from the date of the issuance of his certificate 
of authority to commence business (section 5140). 



CERTIFICATE OF PAYMENT OF FIRST INSTALMENT 
OF CAPITAL, STOCK 

It is hereby certified, as required by section 5140 of the Revised 
Statutes of the United States, that of the authorized capital stock of 
$ , of The National , Bank 



of. 



_, organized in conformity with the provisions 



of the banking laws of the United States authorizing the organi- 
zation of national banking associations, the first instalment, amounting 
to $ , has been paid in cash. 



President. 



Cashier. 



State of_ 



>ss: 



County of 

Subscribed and sworn to before the undersigned, a 

of the said county, this: day of , 190 — . 



[seal] 



(Official title) 
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The form for the latter certificates is as follows: 
Certificate of Payment of Capital Stock 



To the Comptroller of the Currency, 

Washington, D. C. 

Sir: — It is hereby certified that the instalment, 

of dollars ($ ) , has been 

paid in on account of the capital stock of The 

, the certification of payments to date being as follows: 

First instalment (at organization) .... $ 

Second instalment $ 

Third instalment $ 

Fourth instalment $ 

Fifth instalment $ .._. 

Sixth instalment $ 

Total $ 



President or Cashier. 

State of 1 

County of J 



Subscribed and sworn to before me this day of_ 

[Official Seal of Officer] 



Notary Public. 

Note.— The second and subsequent payments need not be restricted to 10 per 
cent, each, as the capital stock of the bank may be paid if desired, in advance of the 
time required by law. Do not include in certificates a fraction of a dollar. 

No payments on account of subscriptions to the capital stock should be carried 
to stock account, nor entered in reports of condition, as capital stock, until date of 
certification to this office. Pending: such certification, payments should be carried Id 
a separate account to the credit of shareholders and entered in reports to this office 
as Liabilities Other Than Those Stated. (Item 20.) 

For the legal method of enforcing the payment of sub- 
scriptions to capital stock, see section 5141. Certificates of 
stock should not be issued until they are paid for in full. 

Increase of Capital Stock. — A national banking associa- 
tion may, with the consent of the comptroller of the currency, 
and by a vote of shareholders owning two-thirds of the shares, 
increase its capital stock to any sum approved by the comp- 
troller. No increase is valid until the whole amount is paid 
in cash and the comptroller's certificate of approval is issued, 
prior to which additional bonds must, if necessary, be deposited 
as security for circulation. (Section 5142, also act of Con- 
gress approved May 1, 1886.) 

A portion of a proposed increase will not be approved 
by the comptroller. The whole amount, as stated in the 
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resolution adopted by the vote of the shareholders, must be 
paid in and the payment certified to the comptroller. The 
increase becomes operative on the issuance of the comp- 
troller's certificate of approval. 

An association that contemplates increasing its capital 
stock should advise the comptroller thereof before formally 
submitting the matter to the shareholders, and, if the propo- 
sition is approved, he will furnish necessary blanks and instruc- 
tions for procedure. ( See Notice for Shareholders' Meeting. ) 

In increasing the capital stock of a bank, no moneys in 
the surplus fund or to the credit of undivided profit account 
. can be used except by the declaration of a dividend by the 
board of directors in the regular course, whereupon the 
shareholders, if they so desire, may use the proceeds thereof 
in payment of their subscription to the additional stock. 
Such portion only of the surplus fund as exceeds the amount 
required by law may be capitalized in the manner indicated. 



Resolution to Increase Capital Stock 

No 

The National Bank of 



At a meeting of the shareholders of The. 
Bank of , held on_ 



(Date) 



.National 
., thirty 



days 1 notice of the proposed business having been given, at which 
shareholders were present in person and by proxy, represent- 
ing shares of the stock of this association, it was 

Resolved, That under the provisions of the act of May 1, 1886, 

the capital stock of this association be increased in the sum of $ , 

making the total capital $ 

The above resolution was adopted by the following vote, represent- 
ing more than two- thirds of the capital stock of the association: 



Name of Shareholder 



Residence 



Name of Proxy 



Number 
of Shares 



Total number of shares voted in favor of the resolution 
Total number of shares voted against the resolution . 
Total number of shares represented at the meeting . . 
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I hereby certify that the above is a true and correct report of the 
vote and of the resolution adopted at a meeting of the shareholders of 
this bank held on 



(Sbal of Bank J , 

President or Cashier, 

Subscribed and sworn to before me this day of , A. D 



[Official Sbal of Offices] 



Notary Public, 



Certificate op Inc&basb op Capital Stock 
No. 
National Bank of 



To thb Comptroller of the Currency, 

Washington, D. C. 

It is hereby certified that the capital stock of "The 

National Bank of " has been increased, 

pursuant to the provisions of the act of Congress approved May 1, 

1886, in the sum of dollars, all of which has been paid in, 

and that the paid-up capital stock of said bank now amounts to 
dollars . 

[Seal of Bank] , 

President or Cashier. 



State of _ 
County of . 



" \ss: 



Subscribed and sworn to before me, this day of A. D . 

[Official Sbal of Officer] . — ., 

Notary Public. 

Reduction of Capital Stock. — A national banking asso- 
ciation may, with the consent of the comptroller of the cur- 
rency and by a vote of shareholders owning two-thirds of 
the shares, reduce its capital stock to any sum not below 
the minimum amount required by the national bank act. 
The reduction becomes operative on the issuance of the 
comptroller's certificate of approval, prior to which the cir- 
culation of the bank must be reduced to the amount of the 
capital after reduction by a deposit of lawful money with 
the treasurer of the United States. 
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An association that contemplates reducing its capital stock 
should advise the comptroller thereof before formally submit- 
ting the matter to the shareholders, and, if the proposition 
is approved, he will furnish necessary blanks and instructions 
for procedure. (See Notice for Shareholders' Meeting.) 



Resolution to Reduce Capital Stock 

No 

The National Bank of . 



(Date) 



At a meeting of the shareholders of The 

■ Bank of , held on_ 



-National 
., thirty 



days' notice of the proposed business having been given, at which _ 

shareholders were present in person and by proxy, representing 

shares of stock of this asssociation, it was 

Resolved, That, under the provisions of section 5143, U. S. Revised 
Statutes, and of the law amendatory thereof, the capital stock of this 

association be reduced in the sum of % , leaving the total capital 

after said reduction $ 

The above resolution was adopted by the following vote, represent- 
ing more than two-thirds of the capital stock of the association: 



Name of Shareholder 



Residence 



Name of Proxy 



Number 
of Shares 



Total number of shares voted in favor of the resolution 
Total number of shares voted against the resolution . 
Total number of shares represented at the meeting . . 



I hereby certify that the above is a true and correct report of the 
vote and of the resolution adopted at a meeting of the shareholders of 
this bank, held on 



[Sbal of Bank] 



Subscribed and sworn to before me this_ 
[Official Seal of Officer J 



President or Cashier. 
_day of , A. D 



Ifotary Public 
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Certificate op Reduction 

Thb , 



To thb Comptroller of the Currency, 

Washington, D. C. 

It is hereby certified that the capital stock of "The 

National Bank of " has been reduced 

by a vote of the shareholders owning two-thirds of the stock of the 
association, in accordance with the provisions of section 5143 of the* 

Revised Statutes of the United States, in the sum of dollars, 

and that the paid-up capital stock of said bank since said reduction 
is dollars. 



[Bank Seal] 



State of_ 



President or Cashier. 



County of . 



" \ss: 



I, , lof "The 

National Bank ofJ , 



in the state of , do solemnly swear that the foregoing 

certificate, by me subscribed, is true. 



President or Cashier. 

Subscribed and sworn to before me this day of 

(Official Seal of Officer] , 

Notary Public. 

No part of the reduction can be carried to surplus or to 
undivided profits without the unanimous consent of the 
shareholders. When the reduction is made, the shareholders 
should return their old certificates. New certificates for the 
capital as reduced should then be issued. It is lawful to 
issue certificates for fractional shares. 

By-!Laws. — When a bank is organized, the board of direct- 
ors should adopt by-laws. (Section 5136, paragraph 6.) 
The following is submitted as a general form that may be 
modified in any manner deemed expedient: 
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GENERAL FORM OF BY-LAWS OF NATIONAL 
BANKS 

By-Laws op the [Herb Insert the Title of the Bank], Organ- 
ized Under the National Banking Laws 
of the United States 

Elections 

Section 1. The regular annual meetings of the shareholders of 
this bank for the election of directors shall be held at its banking 
house on the second Tuesday of January of each year, between the 
hours of 10 and 4 of said day. It shall be the duty of the board of 
directors, within one month prior to the time of said election, to 
appoint three shareholders to be judges of said election, who shall 
hold and conduct the same, and who shall, after the election has been 
held, notify under their hands the cashier of this bank of the result 
thereof and the names of the directors elect. 

Sec. 2. The cashier, upon receiving the returns of the judges of 
the elections as aforesaid, shall cause the same to be recorded upon 
the minute book of the bank, and shall notify the directors elect of 
their election, and of the time at which they are required to meet at 
the banking house of the bank for the purpose of organizing the new 
board. If at the time fixed for the meeting of the directors elect there 
is not a quorum in attendance, the members present may adjourn 
from time to time until a quorum is secured; and no business shall be 
transacted prior to qualifying by taking the oath of office as prescribed 
by law. 

Sec. 3. If, for any cause, the annual election of directors is not 
held on the date fixed in the articles of association, the directors 
in office shall order an election to be held on some other day, of 
which special election notice shall be given in accordance with the 
requirements of section 5149, United States Revised Statutes, judges 
appointed, returns made and recorded, and the directors elect notified, 
according to the provisions of sections 1 and 2 of these by-laws. 

Officers 

Sec. 4. The officers of this bank shall be a president, vice-presi- 
dent (who shall be members of the board of directors), cashier, and 
such other officers as may be from time to time required for the 
prompt and orderly transaction of its business, to be elected or 
appointed by the board of directors, by whom their several duties 
shall be prescribed. 

Sec. 5. The president shall hold his office for the current year for 
which the board of which he shall be a member was elected, unless he 
shall resign, become disqualified, or be removed; and any vacancy 
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occurring in the office of president or in the board of directors shall 
be filled by the remaining members. 

Sec. 6. The cashier and the subordinate officers and clerks shall 
be appointed to hold their offices, respectively, during the pleasure of 
the board of directors. 

Sec. 7. The cashier of this bank shall be responsible for all the 
moneys, funds, and valuables of the bank, and shall give bond, with 
security, to be approved by the board, in the penal sum of dol- 
lars, conditioned for the faithful and honest discharge of his duties as 
such cashier, and that he will faithfully apply and account for all such 
moneys, funds, and valuables, and deliver the same to the order of 
the board of directors of this bank, or to the person or persons author- 
ized to receive them. 

Sec. 8. The president of this bank shall be responsible for all 
such sums of money and property of every kind as may be intrusted 
to his care or placed in his hands by the board of directors or by the 
cashier, or otherwise come into his hands as president, and shall give 
bond, with security to be approved by the board, in the penal sum 

of dollars, conditioned for the faithful discharge of his duties 

as such president, and that he will faithfully and honestly apply and 
account for all sums of money and other property of this bank that 
may come into his hands as such president, and pay over and deliver 
the same to the order of the board of directors, or to any other person 
or persons authorized by the board to receive the same. 

Sec. 9. The teller shall be responsible for all such sums of money, 
property, and funds of every description as may, from time to time, 
be placed in his hands by the cashier, or otherwise come into his 
possession as teller; and shall give bond, with security to be approved 

by the board, in the penalty of dollars, conditioned for the 

honest and faithful discharge of his duties as teller, and that he will 
faithfully apply, account for, and pay over all moneys, property, and 
funds of every description that may come into his hands, by virtue of 
his office as teller, to the board of directors aforesaid, or to such person 
or persons as may be authorized to demand and receive the same. 

Seal 

Sec. 10. The following is an impression of the seal adopted by the 
board of directors of this bank: 

[Impression"! 
of Seal J 

Conveyance of Real Estate 

Sec. 11. All transfers and conveyances of real estate shall be made 
by the association, under seal, in accordance with the orders of the 
board of directors, and shall be signed by the president or cashier. 



22 NATIONAL BANK SUPERVISION §4 

Increase of Stock 

Sec. 12. Whenever an increase of stock shall be determined upon, 
in accordance with law, it shall be the duty of the board to notify all 
the shareholders of the same, and to cause a subscription to be opened 
for such increase of capital. In the increase of capital, each share- 
holder shall have the privilege of subscribing for such number of 
shares of the new stock as he may be entitled to subscribe for, accord- 
ing to his existing stock in the bank. If any shareholder fails to 
subscribe for the amount of stock to which he may be entitled, the 
board of directors may determine what disposition shall be made of 
the privilege of subscribing for the unsubscribed stock. 

Business of the Bank 

' Sec. 13. This bank shall be open for business from o'clock 

a. M. to o'clock p. m. of each day of the year, excepting Sundays 

and days recognized by the laws of this state as holidays. When any 
regular weekly meeting of the board of directors falls upon a holiday, 
the meeting shall be held upon such other day as the board may 
previously designate. 

Sec. 14. The regular meetings of the board of directors shall be 
held on the [here insert time of meeting]. Special meetings may be 
called by the president, cashier, or at the request of three or more 
directors, and should there be no quorum at any regular or special 
meeting, the members present may adjourn from day to day until a 
quorum is in attendance. In the absence of a quorum, no business 
shall be transacted. 

Sec. 15. There shall be a committee, to be known as the dis- 
count committee, consisting of the president, cashier, and directors, 

appointed by the board every months, to continue to act until 

succeeded, who shall have power to discount and purchase bills, notes, 
and other evidences of debt, and to buy and sell bills of exchange; 
and who shall, at each regular meeting of the board of directors, make 
a report of all bills, notes, and other evidences of debt discounted and 
purchased by them for the bank since their last previous report. 

Minute Book 

Sec. 16. The organization papers of this bank, the returns of the 
judges of the elections, the proceedings of all regular and special meet- 
ings of the directors and of the shareholders, the by-laws and any 
amendments thereto, and reports of the committees of directors shall 
be recorded in the minute book; and the minutes of each meeting shall 
be signed by the president and attested by the cashier. 

Transfers of Stock 

Sec. 17. The stock of this bank shall be assignable and trans- 
ferable only on the books of this bank, subject to the restriction 
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and provisions of the national banking laws; and a transfer book 
shall be provided in which all assignments and transfers of stock shall 
be made. 

Sec. 18. Transfers of stock shall not be suspended preparatory to 
the declaration of dividends; and, unless an agreement to the contrary 
shall be expressed in the assignments, dividends shall be paid to the 
shareholders in whose name the stock shall stand at the date of the 
declaration of dividends. 

Sec. 19. Certificates of stock, signed by the president and cashier, 
may be issued to shareholders, and the certificate shall state upon the 
face thereof that the stock is transferable only upon the books of the 
bank; and when stock is transferred, the certificates thereof shall be 
returned to the bank and canceled, and preserved, and new certificates 
issued. 

Expenses 

Sec. 20. All the current expenses of the bank shall be paid by the 
cashier, who shall every six months, or oftener if required to do so, 
make to the board a detailed statement thereof. 

Contracts 

Sec. 21. All contracts, checks, drafts, etc., and all receipts for cir- 
culating notes received from the comptroller of the currency, shall be 
signed by the president or cashier. 

Examinations 

Sec. 22. There shall be appointed by the board of directors, a com- 
mittee of members, whose duty it shall be to exercise a super- 
vision of the business of the bank, and to examine every three months 
the affairs of this bank, count its cash, and compare its assets and 
liabilities with the accounts of the general ledger, ascertain whether 
the* accounts are correctly kept and the condition of the bank corre- 
sponds therewith, and whether the bank is in a sound and solvent con- 
dition; and to recommend to the board such changes in the manner of 
doing business, etc., as shall seem to be desirable; the result of which 
examination shall be reported in writing to the board at the next 
regular meeting thereafter. 

Sec. 23. The board of directors shall have power to change the 
form of the books and accounts when deemed expedient, and define 
the manner in which the affairs of the bank shall be conducted. 

Quorums 

Sec. 24. A majority of all the directors is required to constitute a 
quorum to do business. 

Sec. 25. These by-laws may be changed or amended by the vote 
of two- thirds of the directors. 
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Conversion of State Banks. — Section 5154 provides 
for the conversion of banks existing under state laws into 
national banking associations, and reads as follows: 

Any bank incorporated by special law, or any banking institution 
organized under a general law of any state, may become a national 
association under this title by the name prescribed in its organization 
certificate; and in such case the articles of association and the organi- 
zation certificate may be executed by a majority of the directors of the 
bank or banking institution; and the certificate shall declare that 
the owners of two-thirds of the capital stock have authorized the 
directors to make such certificate, and to change and convert the bank 
or banking institution into a national association. A majority of the 
directors, after executing the articles of association and organization 
certificate, shall have power to execute all other papers, and to do 
whatever may be required to make its organization perfect and com- 
plete as a national association. 

If preferred, the state bank may be placed in voluntary 
liquidation in conformity with state law, and those interested 
therein organize a national bank, which association will be 
at liberty to buy the properly purchasable assets of the 
former, and there need be no interruption in business. 

Under the national banking law, associations can loan 
on personal security only; are prohibited from investing in 
real estate other than that necessary to the conduct of the 
business of the bank; and are restricted in the volume of 
accommodations to any one person, company, corporation, 
or firm, etc., to 10 per cent, of the capital stock actually 
paid in. The courts have held that it is ultra vires of a 
national banking association to invest in the stock of 
another corporation. State banks proposed to be con- 
verted and holding such prohibited assets are required to 
dispose of them prior to receiving official approval to begin 
business as a national banking association; and an agree- 
ment is exacted from directors of a national banking 
association organized to succeed a state or private bank 
that no assets of that character will be purchased by the 
association. 

In case of conversion, however, the shareholders should 
execute a form similar to the following: 
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Authority for Conversion of State Bank 

We, the undersigned stockholders of The , located 

in the , county of , state of , 

having a capital of dollars, do hereby authorize and 

empower the directors thereof to change and convert said bank into a 
national banking association under the provisions of section 5154 of 
the Revised Statutes of the United States, or of acts amendatory 
thereof; and we do also authorize the said directors, or a majority 
thereof, to make and execute the articles of association and organiza- 
tion certificate required to be made or contemplated by said statutes; 
and also to make and execute all other papers and certificates, and to 
do all acts necessary to convert the said bank into a national banking 
association, and to do and perform all such acts as may be necessary 
to transfer the assets of every description and character of the said 
state bank to the national banking association into which it is to 
be converted, so that the said conversion may be absolute and com- 
plete; and we do hereby assume, and authorize the said directors to 
assume, as the name of the national banking association into which 

the said state bank is to be converted, "The "; and we 

do hereby appoint , , , 

, who are now the directors of the said state bank, to 

be the directors of the said national bank, to hold their offices as such 
directors until the regular annual election of directors is held, pursuant 
to the provisions of said Revised Statutes, and until their successors 
are chosen and qualified; and we do hereby authorize the said direct- 
ors of the said national bank to continue in office the officers of the 
said state bank, or to appoint or elect others, as to them may seem 
best. 

In witness whereof, we have hereunto set our hands and written 
against our names the number of shares owned by us, respectively, 
this day of , A. D. 



Signatures of Stockholders* 



Number of Shares 
Owned by Each 



Articles of Association 
We, the undersigned, directors of the_ 



having been authorized by the owners of two-thirds of the capital 
stock of said bank to change and convert the said bank into a national 

•The signatures of the owners of at least two-thirds of the stock. 
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banking association, under the provisions of section 5154 of the Revised 
Statutes of the United States, or of acts amendatory thereof, and to 
execute articles of association, do hereby, in our own behalf, and in 
behalf of the stockholders whom we represent, make and execute the 
following articles of association: 

First. The title of the association into which the said state bank 
is to be changed and converted shall be "The 



Second. The place where its banking house or office shall be 
located, and its operations of discount and deposit carried on, and its 

general business conducted shall be , county of 

, state of 

Third. The board of directors shall consist of 

shareholders. 

Fourth. The regular annual meetings of the shareholders for the 
election of directors shall be held at the banking house of this associa- 
tion on the second Tuesday of January of each year; but if no election 
shall be held on that day, it may be held on any other day, according 
to the provisions of section 5149 of the Revised Statutes of the United 
States, and all elections shall be held according to such regulations as 
may be prescribed by the board of directors, not inconsistent with the 
provisions of the national banking law, and of these articles. 

Fifth. The capital stock of this association shall .be thousand 

dollars, divided into shares of one hundred dollars each; but the capi- 
tal may, with the approval of the comptroller of the currency, be 
increased at any time by shareholders owning two-thirds of the stock, 
according to the provisions of an act of Congress approved May 1, 
1886; and in case of the increase of the capital of the association, each 
shareholder shall have the privilege of subscribing for such number of 
shares of the proposed increase of the capital stock as he may be 
entitled to, according to the number of shares owned by him before 
the stock is increased. 

Sixth. The board of directors, a majority of whom shall be a quorum 
to do business, shall elect one of its members president of this associa- 
tion, who shall hold his office (unless he shall be disqualified, or be 
sooner removed by a two-thirds vote of all the members of the board) 
for the term for which he was elected a director. The directors shall 
have power to elect a vice-president, who shall also be a member of 
the, board of directors, and who shall be authorized, in the absence or 
inability of the president from any cause, to perform all acts and duties 
pertaining to the office of president, except such as the president only 
is authorized by law to perform, and to elect or appoint a cashier and 
such other officers and clerks as may be required to transact the busi- 
ness of the association; to fix the salaries to be paid to them and 



* Care should be taken to state the exact title as approved. 
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continue them in office, or to dismiss them, as, in the opinion of a 
majority of the board, the interests of the association may demand. 

The directors shall have power to define the duties of the officers 
and clerks of the association; to require bonds from them and to fix 
the penalty thereof; to regulate the manner in which elections of 
directors shall beheld, and to appoint judges of the elections; to make 
all by-laws that it may be proper for them to make, not inconsistent 
with law, for the general regulation of the business of the association 
and the management of its affairs, and generally to do and perform all 
acts that it may be legal for a board of directors to do and perform 
under the Revised Statutes aforesaid. 

Seventh. This association shall continue for the period of twenty 
years from the date of the execution of its organization certificate, 
unless sooner placed in voluntary liquidation by the act of its share- 
holders owning at least two-thirds of its stock, or otherwise dissolved 
by authority of law. 

Eighth. These articles of association may be changed or amended 
at any time by shareholders owning a majority of the stock of the asso- 
ciation, in any manner not inconsistent with law; and the board of 
directors, or any three shareholders, may call a meeting of the share- 
holders for this or any other purpose not inconsistent with law, by 
publishing notice thereof for thirty days in a newspaper published in 
the town, city, or county where the bank is located, or by mailing to 
each shareholder notice in writing thirty days before the time fixed for 
the meeting. 

In witness whereof we have hereunto set our hands this day 

of 



I certify that these articles of association are executed in duplicate; 
that one of the instruments so executed is the foregoing, and that the 
other, alike in all respects, is on file with said bank. 



(To be signed by President or Cashier) 



(Date) 



Organization Certificate 

We, the undersigned directors of the -, having been 

duly authorized by the owners of two-thirds of its capital stock to 
change and convert said bank into a national banking association, 
and to make the necessary organization certificate, under the pro- 
visions of section 5154 of the Revised Statutes of the United States, or 
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of acts amendatory thereof, do sign and execute the following organi- 
zation certificate, which we hereby declare we are authorized to make 
by the owners of two-thirds of the capital stock of the said state bank. 
First. The title of this association shall be "The 



Second. The said association shall be located and continued in the 
of , county of , and 



state of , where its operations of discount and deposit 

are to be carried on. 

Third. The capital stock of this association shall be dollars 

($ ), divided into shares of dollars each, as it is 

now divided in the said state bank. 

Fourth. The name and residence of each of the stockholders of the 
said state bank, which is to become a national bank under the pro- 
visions of the Revised Statutes aforesaid, and the number of shares of 
dollars each held by each stockholder are as follows: 




Fifth. The certificate is made in order that the said state bank and 
the stockholders thereof may avail themselves of the advantages of 
the aforesaid Revised Statutes, and that the said state bank may be 
changed and converted into a national banking association, under the 
foregoing title. 

In witness whereof, we have hereunto set our hands this day 

Qf 



The signatures of a majority of directors required. 



Statb of — 
County of_ 



" \ss: 



Before the undersigned, a_ 
personally appeared 



_of_ 



directors of the aforesaid state bank, to me. well known, who severally 
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acknowledged that they executed the foregoing certificate for the pur- 
poses therein mentioned. 

Witness my hand and seal of office this day of__ . 



(Official Seal of Officer] 



Cbrhficatb Relative to Payment of Capital Stock of State 
Bank Converting Into National Bank 

It is hereby certified that The Bank 

of . which is to be converted into "The 



National Bank of ," in conformity with 

the provisions of section 5164 of the Revised Statutes of the United 
States, authorizing the conversion of "any bank incorporated by 
special law or any banking institution organized under a general law 
of any state, 11 has a paid-in and unimpaired capital of $ 



President or Cashier. 

State of 

County of 



' \ss: 



Subscribed and sworn to before the undersigned, a of the 

said county, this day of , 190 — 



[Official Seal of Officer] 



(Office) 

All other papers and proceedings will be similar to those 
required of new associations organized under the national 
banking laws. 

Extension of Corporate Existence. — The act of Con- 
gress approved July 12, 1882, empowers the extension of 
the corporate existence of national banking associations 
whose periods of succession are about to expire. Sec- 
tion 5136 provides that all associations organized under it 
shall have succession for twenty years from the date of the 
execution of their organization certificates. The officers of 
a national bank can, therefore, ascertain the date of the 
expiration of the corporate existence of the association from 
the date of the last acknowledgment in the organization cer- 
tificate. If the paper has been lost or the date is uncertain, 
information can be obtained on application to the comp- 
troller. Under the act of July 12, 1882, and the regulations 
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of the comptroller's office, banks are permitted to file their 
application for extension at any time within two years prior 
to the expiration, and the necessary blanks and instructions 
will be sent a sufficient time in advance to enable them to 
do so. 

Request for Approval op Amendment op the Articles of 

Association, Extending Corporate Existence 

of National Bank 

National Bank, t 



To the Comptroller of the Currency, 

Washington, D. C. 
Sir: — The comptroller of the currency is hereby requested to 
approve the enclosed amendment of the articles of association of this 
bank, extending its corporate existence for twenty years, pursuant to 
the act of Congress entitled "An act to enable national banking 
associations to extend their corporate existence, and for other pur- 
poses," approved July 12, 1882, or any amendment of said act, there 
being affixed to the enclosure the certificate required by law. 
Respectfully, 



President or Cashier, 



Amendment of Articles of Association of National Bank 

National Bank 

In accordance with and in pursuance of the provisions of "An act to 
enable national banking associations to extend their corporate exist- 
ence, and for other purposes," approved July 12, 1882, or any amend- 
ment thereof, we, the undersigned shareholders of "The 

," located at , in the county of . 



and state of , owning the number of shares of the 

capital stock of said association set opposite our respective names, 
aggregating not less than two-thirds of the stock of said association, 
the total number of shares representing the capital stock of said 

national banking association being shares, do hereby consent 

and agree that the article of the articles of association of said 

national banking association be, and is hereby, amended to read 
as follows: 

"This association shall continue until close of business on 

, unless sooner placed in voluntary liquidation by the act of 



its shareholders owning at least two-thirds of its stock, or otherwise 
dissolved by authority of law." 
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In witness whereof, we, the undersigned, have hereto set our hands. 



Date of 
Signing 



Name 



Address 



Proxy 



Number of 
Shares 



-NATIONAL- 



. „Bank_ 



To the Comptroller of the Currency, 

Washington, D. C. 
Sir:— I do hereby certify, in pursuance of the provisions of "An act 
to enable national banking associations to extend their corporate 
existence, and for other purposes," approved July 12, 1882, or any 
amendment of said act, that the amendment of the articles of associa- 
tion to which this certificate is attached of "The 

," and the consent thereto in writing, was executed 



in duplicate by shareholders owning not less than two-thirds of the 
stock of said bank; and I do further certify that the signatures of 
the shareholders to said consent and amendment of the articles of 
association are the true and correct signatures of said shareholders 
or of their lawfully appointed attorneys; and that one of the instru- 
ments so executed is the foregoing, and that the other, in all respects 
like the foregoing, is on file in said bank. 

I further certify that the said amendment to the articles of associa- 
tion of "The " was duly recorded 

upon the minute book of said association on the day 

of , and that the above certificate was certified under 

the seal of the association in accordance with a resolution of its board 
of directors, duly adopted at a meeting of said directors on the 
day of . 

[Seal ok Bank] 1 



President or Cashier. 
Notb.— The resolution of the directors and recording: of amendment must be of 
same or later date than that of signature of last shareholder signing: the paper. 



Proxy for Use in Extending Corporate Existence of 
National Bank 

Know all men by these presents, that I, f 

of _, hereby constitute and appoint irrevocably 

my true and lawful attorney, for me 



and in my name and stead to sign all necessary papers in connection 

with the extension of the corporate existence of the , 

under the act of Congress approved July 12, 1882, or any amendment 
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of said act, and I hereby consent that the article of the articles 

of association of the , be so amended as to read as follows: 

"This association shall continue until close of business on , 

unless sooner placed in voluntary liquidation by the act of its share- 
holders owning at least two-thirds of its stock, or otherwise dissolved 
by authority of law." 

I further grant unto my said attorney full power and authority to 
act in and concerning the premises as fully and effectually as I might 
do if personally present. 

In witness whereof I have hereunto set my hand this day 

of , in the year one thousand nine hundred and . 



Signed in presence of two witnesses: 



Authority of Representative of Other Corporation Consent- 
ing to Extension of Corporate Existence of National Bank 



At a meeting of the of the of 

-, held, on the , day of f it 



was voted that be, and he is hereby, 

appointed irrevocably as its attorney, with power of substitution, to 

consent to and sign, in its behalf, the amendment of the article 

of the articles of association of The! National 

Bank , said amendment reading as follows: 

"This association shall continue until close of business on 

, unless sooner placed in voluntary liquidation by the 

act of its shareholders owning at least two-thirds of its stock, or other- 
wise dissolved by authority of law." 

A true copy from the records. 

Attest: 



.. [Affix Seal) 



Charter No._ 



Extension of Charter 

[Letter ; series of 1902] 

Order for Plates and Circulation 

National Bank of_ 



To the Comptroller of the Currency, 

Sir; — As the corporate existence of this bank is to be legally 
extended for twenty years, you are requested to have new plates 
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engraved, the cost to be paid upon demand, and circulating notes 
printed therefrom as follows: 



Cost of 
Plates 


Number of 
Sheets 
Ordered 


Denominations on Sheets 


Value per 
Sheet 


Amount of 
Circula- 
tion 


$75 
75 
50 




$5, $5, $5, $5 

$IO f $10, $10, $20 

$50, $100 


$ 20 

50 

150 


$ 


Total 






$ 









Respectfully, 



Cashier. 



Note.— The act of July 12, 1882, requires that circulating notes issued to banks 
subsequent to extension of corporate existence shall bear such devices as shall make 
them readily distinguishable from prior issues. Lawful money must be deposited 
within three years from date of extension to redeem old issues outstanding:. Unless 
the deposit is to be made immediately, the foregoing- order should be limited in 
amount to 50 per cent, of the par value of bonds on deposit with the treasurer of the 
United States; otherwise the full amount of circulation to which the bank is entitled 
should be ordered. The act of March 14, 1900. limits the issue of circulating- notes of 
the denomination of five (16) dollars to one-third of the total issues of each bank. 
If, therefore, notes of that denomination are desired, it will be necessary to order 
at least two plates. 

This order should accompany the amendment providing- for the extension of the 
corporate existence of the association. 

A meeting of shareholders need not be held, as under the 
law the written consent of the owners of two-thirds of the 
stock is all that is required. 

In executing and forwarding the papers, the following 
instructions should be strictly observed: The certificate of 
the president or cashier, certifying that shareholders owning 
at least two-thirds of the stock have consented in writing to 
the amendment, should be executed in duplicate and one copy 
transmitted to the comptroller of the currency, together with 
the letter requesting the approval of the comptroller, at least 
two months prior to the expiration of the corporate existence 
of the bank in order to allow sufficient time to cause the 
special examination to be made as required by section 3 of 
said act. If any shares of stock standing in the name of 
administrators, executors, trustees, or guardians are repre- 
sented, certified copies of the legal appointment of such 
administrators, executors, trustees, or guardians should be 
furnished to the bank. In order that stock held by an 
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assignee may be represented, the shares must have been 
regularly transferred to him on the books of the bank. If 
the amendment is signed by attorneys acting for shareholders 
or by an officer of another corporation, properly executed 
powers of attorney or other authbrity should be required 
but retained for the files of the bank. 

On the receipt of the papers in due form, the comptroller 
will order the special examination required by section 3, 
which must be paid for by the bank, and if the report of the 
examiner is favorable, the comptroller will, at the date of 
expiration of charter, issue his certificate of extension. 

The law requires that circulating notes issued to the bank 
after the date at which the period of succession begins shall 
be of different devices from those issued before. This neces- 
sitates the procuring of new plates, which are prepared at 
the expense of the bank. 

A blank to enable a bank to order the engraving of plates 
and the printing of new circulation will be furnished. The 
order should be transmitted with the application for extension. 

No transfer of bonds is necessary, as the extended asso- 
ciation is, in all respects, the same as before extension. The 
new circulating notes will be issued as the old issues are 
received for redemption, until the end of three years from 
the date of extension, when the law requires a deposit of 
lawful money for the redemption of such portion of the old 
circulation as may then remain outstanding. The old issues 
may be provided for by depositing lawful money in full at 
any time prior to the expiration of the three-year period. 

Officers' Bonds. — When the corporate existence of a 
national bank is extended, the renewal of bonds of officers 
and employes should have attention. 

Shareholders Not Desiring: to Extend tho Cor- 
porate Existence of the Association. — Some share- 
holders may not assent to the extension, and may wish to 
withdraw from the association. Section 5 of the act of 
July 12, 1882, provides what may be done in such cases, as 
follows: 
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That when any national banking association has amended its 
articles of association as provided in ttiis act, and the comptroller has 
granted his certificate of approval, any shareholder not assenting to 
such amendment may give notice in writing to the directors, within 
thirty days from the date of the certificate of approval, of his desire to 
withdraw from said association, in which case he shall be entitled to 
receive from said banking association the value of the shares so held 
by him, to be ascertained by an appraisal made by a committee of 
three persons, one to be selected by such shareholder, one by the 
directors, and the third by the first two; and in case the value so fixed 
shall not be satisfactory to any such shareholder, he may appeal to the 
comptroller of the currency, who shall cause a reappraisal to be made, 
which shall be final and binding; and if said reappraisal shall exceed 
the value fixed by said committee, the bank shall pay the expenses of 
said reappraisal, and otherwise the appellant shall pay said expenses; 
and the value so ascertained and determined shall be deemed to be a 
debt due, and be forthwith paid, to said shareholder, from said bank; 
and the shares so surrendered and appraised shall, after due notice, 
be sold at public sale, within thirty days after the final appraisal 
provided in this section. 

Reextenslon of Corporate Existence. — The act of 

Congress approved April 12, 1902, provides that the comp- 
troller of the currency may, in the manner provided by, and 
under the conditions and limitations of the act of July 12, 
1882, extend for a further period of twenty years the charter 
of any national banking association extended under said act 
which shall desire to continue its existence after the expira- 
tion of its charter. The forms of amendment and certificate 
follow: 

Rbbxtbnsion of Charter— Amendment op Articles of 
Association of National Bank 

National Bank 



In accordance with and in pursuance of the provisions of "An act 
to enable national banking associations to extend their corporate 
existence, and for other purposes," approved July 12, 1882, and the 
amendment approved April 12, 1902, we, the undersigned shareholders 

of "The ," located at , 

in the county of and state of , owning 

the number of shares of the capital stock of said association set 
opposite our respective names, aggregating not less than two-thirds of 
the stock of said association, the total number of shares representing 
the capital stock of said national banking association, being 
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shares, do hereby consent and agree that the article of 

the articles of association of said national banking association be, and 
is hereby, amended to read as follows: 

" This association shall continue until close of business on 

, unless sooner placed in voluntary liquidation by 



the act of its shareholders owning at least two-thirds of its stock, or 
otherwise dissolved by authority of law." 

In witness whereof, we, the undersigned, have hereto set our hands. 



Date of 

Signing 



Name 



Address 



Proxy 



Number of 
Shares 



_1National_ 



_Bank_ 



To thb Comptroller of thr Currency, 

Washington, D. C. 

Sir:— I do hereby certify, in pursuance of the provisions of "An act 

to enable national banking associations to extend their corporate 

existence, and for other purposes," approved July 12, 1882, and the 

amendment approved April 12, 1902, that the amendment of the articles 

of association, to which this certificate is attached, of "The 

," and the consent thereto, in writing, was 



executed in duplicate by shareholders owning not less than two-thirds 
of the stock of said bank; and I do further certify that the signatures 
of the shareholders to said consent and amendment of the articles of 
association are the true and correct signatures of said shareholders or 
of their lawfully appointed attorneys; and that one of the instruments 
so executed is the foregoing, and that the other, in all respects like the 
foregoing, is on file in said bank. 

I further certify that the said amendment to the articles of associa- 
tion of "The ," was duly recorded upon 

the minute book of said association on the day of 

, and that the above certificate was certified under the 



seal of the association in accordance with a resolution of its board of 

directors, duly adopted at a meeting of said directors on the 

day of 



[Seal of Bank] 



President or Cashier. 



The other forms are the same as those used in connection 
with the original or first extension of charter. 
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Change of Name or of Name and Location. — A 

national banking association may, with the consent of the 
comptroller of the currency and by the vote of the share- 
holders owning at least two-thirds of the stock of the associa- 
tion, change its name or the place where its operations are 
carried on to any other locality in the same state not more 
than 30 miles distant. 

When an association desires to make such a change, it is 
necessary to correspond with the comptroller of the currency, 
submitting the proposition, and when approved call a meet- 
ing of shareholders that the required vote may be obtained. 

Due notice of the meeting must be given, and a copy 
thereof, together with a certified copy, under seal of the 
bank, of the resolutions, showing, in detail, the vote by 
which adopted, sent to the comptroller of the currency, 
accompanied by a copy of the resolution of the board of 
directors authorizing the treasurer of the United States to 
assign to the bank under its new title the bonds held by him 
as security for circulation and an order for plate or plates 
and circulation to conform to change of title, etc. No circu- 
lating notes of a bank under its original title will be issued 
by the comptroller of the currency, subsequent to date of 
approval of change of corporate name. 

No change of name or location is valid until the comptrol- 
ler's certificate of approval is issued. (See act of Congress 
approved May 1, 1886, to be found in the national bank act.) 

Liquidation. — A national banking association may, under 
section 5220, be placed in voluntary liquidation by a vote of 
the owners of two-thirds of the stock. Before calling a meet- 
ing of shareholders, however, for the purpose of voting on 
the proposition, application should be made to the comptroller 
for his approval and the necessary blanks and instructions. 

Notice, as herein elsewhere provided, should be given to the 
shareholders of the meeting at which it is proposed to take the 
vote above required. ( See Notice for Shareholders' Meeting. ) 

When a meeting has been held and a resolution adopted 
by the required vote, it is the duty of the board of directors 
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to cause notice of the fact to be certified, under seal of the 
association, to the comptroller of the currency, by the presi- 
dent or cashier, and publication thereof to be made for a 
period of two months in a newspaper published in the city of 
New York and also in the place in which the association is 
located; or if no newspaper is published in such place, then 
in a newspaper published nearest thereto, that the associa- 
tion is closing up its affairs, and notifying the note holders 
and other creditors to present the notes and other claims 
against the association for payment. (See section 5221.) 

When an association, with the approval of the comptroller, 
goes into liquidation, its affairs pass into the hands of its 
shareholders for such legal disposition as may be deemed 
proper. 

Resolution for Voluntary Liquidation 
No 



Thb_ 



.National. 



(Date)- 



.Bank of_ 



At a meeting of the shareholders of The National 

Bank of held on f thirty days' notice of 

the proposed business having been given, at which share- 
holders were present in person and by proxy, representing shares 

of the stock of this association, it was 

Resolved, That "The National 

Bank " be placed in voluntary liquidation, under the 

provisions of sections 5220 and 5221, United States Revised Statutes, 
to take effect t . 

The above resolution was adopted by the following vote, represent- 
ing two-thirds of the capital stock of the association: 



Name of Shareholder 



Residence 



Name of Proxy 



Total number of shares voted in favor of the resolution 
Total number of shares voted against the resolution . 
Total number of shares represented at the meeting . . , 



Number 
of Shares 
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I hereby certify that the above is a true and correct report of the 
vote and of the resolution adopted at a meeting of the shareholders of 
this bank held on . 



(Sral of Bank] » 

President or Cashier, 

Subscribed and sworn to before me this day of , A. D. 

(Official Seal of Officer] 



Notary Public. 



Certificate for Voluntary Liquidation 

No 

National Bank. 



To thb Comptroller of the Currency, 

Washington, D. C. 

Sir: — It is hereby certified, in pursuance of sections 5220 and 5221 
of the Revised Statutes of the United States, that at a meeting of the 

stockholders of the , located at , in the 

state of , duly notified and held pursuant to law and 

the articles of association of said bank at the office of said asso- 
ciation at , aforesaid, on the day of , it was 

voted by the stockholders of said association owning two-thirds of its 
stock that said association go into liquidation and be closed. 

In testimony whereof I have, by instruction of the board of directors 
of said association, hereto subscribed my name and affixed the seal of 

said association at..— , aforesaid, the day and year above 

written. 

ISral of Bank] - President or Cashier. 



Notice 

The National Bank, located at , in the state of , 

is closing tip its affairs. All note holders and others, creditors of said 
association, are therefore hereby notified to present the notes and 
other claims against the association for payment. 



President or Cashier. 



{Date) 



Note.— The above notice to be published for a period of two months in a news- 
paper in the city of New York, and also in a newspaper published in the place in 
which the bank is located. (See section 5221. Revised Statutes.) A certificate of 
each publisher that the required publication has been made, together with the notice 
from one issue of the newspaper, should be sent to the office of the comptroller of 
the currency. 

Liquidation for Consolidation. — The only reference to 
the subject of consolidation in the national bank act appears 
in the act approved July 14, 1870 (section 5223, U. S. Rev. 
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Stat.), and is to the effect that any association closing its 
affairs (by voluntary liquidation), under authority of law, for 
the purpose of consolidating with another association, shall 
not be required to deposit lawful money to provide for its 
outstanding circulation, but its assets and liabilities shall be 
reported by the association with which it is in process of 
consolidation. 

By implication, this provision would appear to authorize 
the assignment of bonds on deposit with the treasurer of 
the United States to secure the circulation of the liquidating 
bank to the absorbing association, and require the main- 
tenance of a redemption fund for the outstanding issues of 
the bank which has gone into liquidation. With the redemp- 
tion of issues of the closed bank would follow the issue of a 
like amount of notes of the absorbing association. As a 
matter of fact, this permissive feature in full has never been 
availed of by an association absorbing the business of one 
placed in liquidation, as it has been found more advantageous 
to deposit lawful money to redeem the notes of the liquidated 
bank and to simultaneously issue new notes of their own on 
bonds deposited. 

In case the absorbing bank has not a sufficient stock of 
incomplete currency in the vaults of the comptroller of the 
currency, an order for the printing of the necessary supply 
will have prompt attention. As an association placed in 
voluntary liquidation has six months within which to deposit 
lawful money to redeem its outstanding circulation, deposits 
may be made in instalments if desired, which will enable 
the transfer of a like amount of bonds and the issue thereon 
of a corresponding amount of circulating notes to the absorb- 
ing association. 

Consolidation can only be effected by pursuing one of the 
following methods: 

First. Without an increase of capital, the directors of the 
absorbing bank may enter into a contract with the directors 
or agents of the liquidated association to purchase its assets, 
assume liabilities to depositors and other creditors, and to 
pay to shareholders for their stock the value of assets 



APPLICATION TO CONVERT A STATS BANK INTO A 
NATIONAL. BANKING ASSOCIATION 

The name of the place should form a part of the title, thus. "The First National 
Bank of A ," but the name of the state should not be included. 

Consideration will not be given to an application for a title including the word 
"First," if a national bank exists or has existed at the given locality; nor to an appli- 
cation for a title identical with that of a national bank heretofore in existence, nor to 
one materially similar to that of a national, state, or other bank existing* in the place. 
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To the Comptroller of thb Currency, 

Washington, 
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majority of the board of directors of "The 
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, intend to convert the said bank into a National 

Banking Association, in accordance with the provisions of section 5154 
of the Revised Statutes of the United States, under the title "The 
," to be 



located at_ 
state of 



., county of_ 



_, with capital of $_ 



We request that the title be reserved for a period of sixty days and 

the necessary conversion papers and instructions sent to 
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purchased in excess of liabilities to depositors and other 
creditors, less any expenses incident to liquidation. 

Second. By increasing the capital stock of the absorbing 
bank to an amount equal to that of the liquidated bank, the 
additional shares may be sold to stockholders of the latter, 
consent thereto having been previously obtained from share- 
holders of the absorbing association. As the law is con- 
strued as requiring the payment of capital, original or on 
account of increase, in money, and not in "evidences of debt," 
the right to accept assets representing stock of the closed 
bank, and to issue therefor certificates in the continuing 
bank, is not recognized. In every such case, shareholders 
of the closed association are paid the value of their stock, 
the proceeds being available in payment of shares to which 
they may be entitled in the absorbing corporation. 

The preemptive right of shareholders to participate pro 
rata in an increase is well recognized, and it is generally 
incorporated in the articles of association. In order to avoid 
possible litigation, the course usually pursued is to secure 
waivers of right to participate from shareholders of record. 
Provision having thus been made for shareholders of the 
closed bank, the directors of the continuing bank are at 
liberty to contract for the purchase of assets and the assump- 
tion of liabilities to depositors and other creditors of the 
liquidated bank. 

Third. The remaining method, and one occasionally pur- 
sued, is to place the interested banks in voluntary liquida- 
tion, under section 5220 of the United States Revised 
Statutes, organize anew under a different corporate title, 
and acquire in the manner hereinbefore outlined, the busi- 
ness of the liquidating associations. This method enables 
the incorporators to place the stock as they may determine. 

Notice for Shareholders 9 Meeting. — No notice of an 
annual meeting is required when the time and place are pro- 
vided for in the articles of association (unless the by-laws 
make a notice necessary) if at said meeting the election of 
directors only is to take place. 
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For an annual meeting, at which business of an unusual or 
extraordinary character, such as the amendment of articles 
of association, is to be considered, and for all special meet- 
ings of shareholders, notice should be given as required by 
the by-laws and articles of association of the bank. If no pro- 
vision is made therein, thirty days' notice is required. The 
notice, a copy of which must accompany the papers transmitted 
to the comptroller, showing date of issue, should state clearly: 
(1) the place for holding the meeting; (2) the time, specify- 
ing the hour; and (3) the business proposed to be transacted. 
[End of Treasury Document.] 



CONVERSION AND REORGANIZATION 

3. When it is desired to convert a state bank into a 
national bank, application is made to the comptroller of the 
currency on the form shown in Fig. 3. 

When the necessary papers, as described, have been legally 
executed and filed with the comptroller of the currency 
and the requisite amount of bonds deposited with the Treas- 
urer of the United States in trust for the association, it is 
customary to order an examination of the bank to ascertain 
whether it has the paid-in and unimpaired capital stock as 
set forth in the conversion papers, and also whether the 
assets are equal in value to the liabilities and are of a char- 
acter that a national bank can acquire. It is held that a state 
bank can transfer, on conversion, only such assets as a 
national bank of primary organization might legally acquire. 
A reasonable amount of real estate or real-estate loans, the 
realty and the collateral having been acquired in satisfaction 
of debts previously contracted in conformity with the laws 
under which the state institution was chartered, will be per- 
mitted to be carried for a reasonable length of time, with the 
understanding that they will be disposed of at the earliest 
date practicable. Excessive loans are regarded in the same 
light as when made by a national banking association; that 
is, the officers of the bank will be directed to reduce or col- 
lect such accommodations when due. 
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As the courts have held that when a state bank is con- 
verted into a national bank there is no change in the identity 
of the corporation save in its title and governmental super- 
vision, it is not absolutely essential that bills receivable shall 
be assigned in the usual manner, but the official records, city 
or county as the case may be, should show all realty owned 
by the corporation in its name as a national banking associa- 
tion, and it is desirable that the outstanding certificates of 
stock shall be called in and certificates of the national bank 
issued in lieu thereof. 

Owing to the character of the assets and personnel of the 
stockholders, it is sometimes found desirable to place a state 
bank in liquidation and organize a new bank as successor 
to the closed institution. When this course is pursued, the 
stockholders should be paid the liquidating value of their 
stock either in money or check to enable them, with the pro- 
ceeds, to pay for stock to which they will be entitled in the 
national bank. When the bank is chartered, the directors 
have power to enter into a contract with the directors of the 
closed bank for the purchase of such of the assets as can be 
acquired legally and to assume the liabilities to depositors 
and other creditors. In case of such a reorganization, no 
consideration will be given to the purchase by the national 
bank of any asset that could not be acquired legally by an 
association of primary organization. 



EXAMINATION 

4. After a national bank is duly organized and in opera- 
tion, the comptroller of the currency makes a call on it 
five times a year for a statement of condition. Fig. 4 shows 
a form of the general statement of the condition of a small 
bank; Fig. 5 shows the same statement as published in the 
local newspapers; and Fig. 6 is the form on which the 
comptroller of the currency requires the statement. Also, 
at dividend periods, a statement of earnings and dividends 
is required on the form shown in Fig. 7. In addition to 
this, each bank is examined twice a year by an examiner, 
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who covers the same ground and much more, as will be 
evident from a careful reading of the description of the 
procedure of examination. The approximate form of an 
examiner's report is shown in Fig. 8. 

It will be well, in giving an outline of the general method 
of examining national banks, to consider first the procedure 
in a small country bank with a capital of, say, $50,000, and 
then to point out some of the differences in the case of a 
large reserve city bank with millions of capital, surplus, and 
undivided profits. While the details of examination differ on 
account of the larger bank having more clerks, more auxil- 
iary books, and larger loans and deposits than the smaller, 
the fundamental principles of the conduct of its business 
and of examining its condition are practically the same. 



PROCEDURE IN A SMALL BANK 

5. An examiner begins his work in a small bank either 
in the morning before it opens for business or at 3 p. m., 
the close of the day's work. The cash is first counted care- 
fully and checked with the teller's book. This book is made 
up in a variety of ways, but in substance shows how much 
money of each kind — paper, gold, silver, and minor coin — is 
in the vaults and on the counters at the close of each day's 
business. If there is more than one teller, each has a 
book that serves practically the same purpose, and the 
aggregate of the cash shown by the several books must 
agree with the cash called for at the close of the day by the 
general ledger statement, otherwise the cash is "over" or 
41 short.' ' This cash is classified by the examiner as silver, 
gold, legal tenders, etc., as called for in the report. 

In counting paper money, the amount "in gross" — that is, 
the money usually put up in packages of $10,000 or $5,000, 
each consisting of smaller packages of $1,000 or $500 or 
even $250 each — is first verified by actually counting all the 
bills of the larger denominations. In the large banks, the 
$5 and $10 bills are only counted at random, and the $1 
and $2 bills are examined by the hundreds or otherwise 
to see that in all probability they contain the amount at 
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which they are " strapped.' ' Experience tells the examiner 
what to count closely and what to pass by. He must 
satisfy himself beyond reasonable doubt that all the money 
is there. 

Gold is counted by the actual handling of the contents of 
one bag, and then weighing each other bag with it, first 
being sure that the bag contains nothing but gold. 

The following is a useful table of the avoirdupois weight 
of different amounts of gold and silver: 
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5,000 


18 


6.857 











Experience will soon show about what size of bag should 
contain $1,000, $500, $200, $100, or $50 in silver. While 
petty thieving might occur, there could be no large defalca- 
tion through not counting each piece of silver money in a 
bank, and the loss would be too small to pay either the 
examiner or the bank for the time expended in a count. 

The total cash must agree with the total on the general 
statement of the bank as taken from its general ledger at the 
hour in question. Any part of the cash not counted at the 
end of the day is sealed or locked up in some manner satis- 
factory to the examiner until the next business day, when 
the work is continued until completed. 
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The notes and bills discounted, collateral, and stocks and 
bonds owned are also taken temporarily into the possession 
of the examiner pending verification by actual inspection and 
count. All cash items are carefully inspected as well as. 
checks on other banks in the same place. 

There are two general methods of verifying loans and 
discounts in small banks: One of these is the actual listing 
of each note and footing the amounts, the total of which 
should equal the loans and discounts of the general ledger; 
the other is by use of the daily tickler, or diary, showing 
what notes mature on each day. Some banks keep no 
tickler but instead file their notes alphabetically by due 
dates; others have a tickler but adhere to the alphabetical 
method of filing, which renders the tickler useless lor check- 
ing. If the listing process must be followed, note is made 
of each single-name loan, each note secured by collateral, 
and each based on a mortgage; the balance of the time 
accommodations are manifestly two-name paper. A sep- 
arate list is made of all demand paper, and another list of 
all demand paper secured by collateral. In this way, the 
six classes of notes called for by the report are given 
their proportion of the whole amount loaned. To all the 
notes on hand in the bank must be added all the bills receiv- 
able that have been sent away for collection, rediscount, or 
other purpose, or that are old and in an attorney's hands. 
These are later verified by correspondence on the form 
shown in Fig. 9. The grand total should agree with the 
general ledger. 

All loans made to enterprises in which directors or officers 
of a bank appear to be interested, are noted, to be properly 
mentioned in the report. 

If the second method, that of the tickler, is used in veri- 
fying the face of the loan, the following course is pursued: 
If, for example, the examination is made at the close of 
business on January 1, the notes due up to that time have 
been paid or are overdue, therefore all notes maturing on 
that day or previous thereto are listed separately and placed 
in their proper classification of single, time, secured, etc. 



TREASURY DEPARTMENT 
officb of Comptroller op the Currency, 

Washington, D. C. 

To thb Cashier: — You are respectfully requested to forward, at 
your earliest convenience, to the National Bank Examiner, whose 
name and address is stated below, the information asked for in this 
circular. 

This information is requested solely for the purpose of reconciling 
the account of the within- named bank with your bank at the date of 
examination of the former. 

The account of every national bank with another bank is verified in 
the same manner. 

An addressed envelope for your reply is enclosed. 
Respectfully, 



Comptroller. 



National Bank Examiner, 



P. O. Address. 



Fig. 9 §4 



The books of The_ 



at the close of business on_ 



_Bank_ 



showed a balance of $_ 
The 



_due 



-National 



_Bank_ 



The following amounts were entered in the account on that day and 
during the days before and after said date. 

[Important. — In making entries below, please designate "drafts 
paid" by D, "remittances made" by R, and "collections charged" 
by C on the debit side, and on the credit side designate "drafts made" 
by D, "remittances received" by R, and "collections credited" by C] 
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Please do not overlook reply to question No. 5, page 3. 



Caskitr. 



8 

Answers to the following questions are respectfully requested: 

1. Did your bank i.have under discount 

any bills receivable of the bank named, or any on which its official 
indorsement appeared or for which it was in any other way liable? If 
so, please furnish a list, giving names and amounts. 

1. 



2. Did your bank then hold bills receivable or any securities belong- 
ing to the bank named, or any on which its official indorsement 
appeared or for which it was in any other way liable? If any were 
held, give list and state how they were held. 



3. Were there any loans then outstanding by your bank to the bank 
named, or to any other party for which the bank was in any way 
liable? If so, specify character of loan — whether upon bills payable, 
certificate of deposit, open account, or otherwise. In each case specify 
amount, time, etc. 

3. 



4. Had your bank, at said date, effected any loans for account of 
the bank named? If so, give names of borrowers and amounts, state 
how the notes were secured and whether or not the security was held 
by your bank. 

4. 



5. Please state when your account with the bank named was last 
reconciled. 

5. : 



Received. 



The books of the bank under examination show the following items 
forwarded to your bank for collection, on the dates given. Please 
verify this list and attest over your signature below the correctness or 
incorrectness of same. 



Note.— The examiner should enter in this list the date of each letter of trans- 
mittal, the number of items enclosed therein, and the aggrreffate amount of such items. 


Date of Letter 
of Transmittal 


Number of Items Enclosed 


Amount Enclosed 
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The pocketbook in which all the notes are filed in order by 
due dates is then taken and the notes due January 2 are 
checked against the tickler, single-name paper being marked 
by an "s," paper secured by collateral by a "c," and two- 
name paper is given a dot or the regulation check-mark. 
If any notes are out for collection, they are listed, giving 
the name, amount, date due, bank and city sent to, and date 
sent, and then checked off. In this way, all notes in the 
tickler are checked by actual inspection of all notes in the 
pocketbook, and at the end there should be no items in 
the tickler unchecked or notes in the pocketbook for which 
there is not a corresponding entry in the tickler. 

Each day's notes on the tickler are added and then sum- 
marized into a grand total, after which all items marked "s" 
are drawn off and footed, likewise those marked "c," and 
the total of these two groups taken from the grand total 
leaves the total of the two-name time paper. 

In many small banks, the collateral is filed with each note 
and therefore seen when the note itself is inspected. In the 
majority of banks, however, the collateral is kept separate 
and filed alphabetically, hence the items marked "c" are 
drawn off alphabetically on a side slip or in a pass book 
with the name and amount, space being left for a brief 
description of the collateral, its value, and any other desired 
information. The collateral itself is then examined, item by 
item, until all has been inspected. 

The stocks and bonds owned are carefully counted, the 
value at which they are carried noted, as well as their actual 
worth; whether taken for debt or as an investment; whether 
interest is regularly paid, etc. In the case of real estate 
owned, the deeds are examined and other information called 
for in the report is obtained. 

The reserve on the date of examination and that usually 
carried are noted to see that the law in this respect has been 
complied with. The form showing the government method 
of figuring this reserve is given in Fig. 10. 

A record is made of the names of directors and officers, 
with their addresses, occupations, and amount of stock held 
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by each, and a balance is taken off the stock record to verify 
its correctness. 

The individual ledgers are examined and verified. If the 
Boston, or horizontal, system is used, the ledgers may be 
footed on the date of the examination to see that the total 
balances equal the amount called for in the general ledger 
statement. In addition, a day perhaps 10 or 20 days prior 
to the examination might be chosen at random on which to 
make this footing. This would prevent the possible chan- 
ging of the figures on the day of examination while the 
examiner was verifying the cash, etc. In an audit made by 
private parties, the most satisfactory way is to call in the 
pass books, as from one point of view this is the only 
thorough check on this part of the bank. Many auditors 
making quarterly audits keep a list of the books that come 
in at each call and try to get all in the course of the year. 
This plan has its objections, as a certain class of depositors 
are ignorant enough to suppose that something is the matter 
with the bank if the examiner calls in the books, and a tem- 
porary run has more than once been started in this manner. 

Overdrafts are noted and a total made of those standing 
6 months or over. Notice is also taken of the salaries of 
officers and their bonds are examined to see that they are in 
force. The general method of keeping the books of the 
institution also receives attention. After the property in the 
bank has been examined, balances due to and from reserve 
agents, trust companies, banks, and bankers are verified by 
correspondence on the form shown in Fig. 9, as already 
stated. Balances of public funds are verified by use of the 
form shown in Fig. 11. 

All profit and loss accounts are scrutinized, and the date of 
the last dividend, amount carried to the surplus, etc., duly 
recorded. The amount of interest paid on individual 
accounts and to banks and bankers is also inspected, as 
well as that paid on certificates of deposit, etc. 

The amounts loaned by the bank to its officers, directors, 
and employes is particularly scrutinized if it is evident that 
these have had unusual opportunities for making improper 



VERIFYING BALANCES, PUBLIC OFFICIALS 



Gtoaaimj Separtmntt 

OFFICE OF THE 

COMPTROLLER OF THE CURRENCY 

,190 

To 

Treasurer 



Sir:— The books of the National Bank 

L_ at the close of business on 

showed a balance of 



_due your account. 



Please attest the correctness of this by your signature in the blank 
space provided therefor below. 

You are respectfully informed that this information is asked for 
under instructions from the Comptroller of the Currency, for the pur- 
pose of verifying the liabilities of the bank named herein at the time 
of the regular examination, and is requested in every case where the 
books of a bank show any amount due to State, County, or Municipal 
officers. 

Please return this circular in the envelope enclosed herewith. 
Respectfully, 



National Bank Examiner. 

The above statement of my account at the date named is correct. 



Treasurer 

Pio. 11 
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use of the bank's funds. It is an old saying that the trouble 
with many banking institutions is that while they have vaults 
strong enough to keep out burglars they are not strong 
enough to keep out the bank's own officers; hence, the 
amount borrowed* by each officer or employe of the bank, 
the kind of collateral given, the amount of his average 
deposit, his salary, and his general standing and reputation 
are subjects of special concern. 

Money borrowed by open account, certificates of deposit, 
demand or time notes, or rediscount is taken accurate 
account of and verified by correspondence. 

The expense accounts of the bank are examined to see 
that expenses are incurred in proper proportion to the size 
of the institution and the business done. For instance, a 
bank that appears to be in difficulty and is paying no divi- 
dends should not be guilty of paying extravagant salaries 
to officers or of incurring other needless and unwarranted 
expenses. If this is the case, it may easily prove that the 
bank is being run for the benefit of its officers and not for 
that of the stockholders. 

Generally speaking, all the items of debit and credit shown 
on the books of a bank at the time of examination are care- 
fully inspected and verified. 

It may be stated here that while the general principles of 
the interior management of banks are the same, the details 
of the methods of handling transactions and accounts vary 
widely. In fact, it may be fairly said that no two banks are 
exactly alike in this respect, and for this reason the examiner 
notes the system in use and adapts his examination to suit 
the needs of each individual case. No iron-clad rule can be 
followed, but experience soon teaches the course to be fol- 
lowed with the least consumption of his own time and the 
smallest inconvenience to the bank. 

All that has preceded has had reference merely to the 
physical examination — to see that all the money, stocks, and 
bonds owned, collateral, and loans and discounts are there in 
the amounts claimed. It will be found from an examination 
of the published national bank statements that from 40 to 60 
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per cent, of the total assets consists solely of loans and dis- 
counts and often it runs as high as 70 to 80 per cent.; hence, 
the great importance of examining not only the quantity but 
the quality as well. 

In weighing the worth of the paper held by a bank, an 
examiner is influenced by numerous considerations, which 
experience has taught him should be borne constantly in 
mind. The general character of the makers of notes, the 
distribution of the loans, their convertibility in case of need, 
the class of enterprises chiefly accommodated, the size of the 
loans, the quality of the collateral, the amount used by 
officers and directors in their own enterprises, and various 
other considerations make the general average of the accom- 
modations of a bank excellent, fair, or poor. An estimate 
of an examiner's opinion of probable loss on past due paper, 
current loans, or from any other source whatever is placed 
on the last page of the report, and supplementary pages are 
added as needed to inform the department fully as to the 
exact condition of the institution. 

Due credit is given for all assets that a bank owns which 
do not appear on its books. Such assets may consist of 
premiums on United States bonds, which most banks charge 
off entirely or carry at a very nominal figure; they may also 
consist of a gain in the account of Stocks and Bonds Owned; 
that is, a bank may have paid but $200,000 for stocks 
and bonds that have since risen to the value of $250,000, 
leaving a profit of $50,000 in said account. In like manner, 
the real estate owned by the bank, either as a banking 
house or otherwise, may be worth much more than the sum 
at which it is carried on the books. 



PROCEDURE IN A LARGE BANK 

6. While the inspection of a small bank in which the 
books and accounts are well kept may be made in a day by a 
single examiner, the examination of a large bank in a reserve 
city may occupy his time, together with that of five or 
six assistants, for many days or even weeks. As before 



No 

Office of the 
NATIONAL BANK EXAMINER 



To the Cashier, 

Dear Sir:— -The checks herewith enclosed tinder seal, purporting 

to amount to $ = , form a part of the cash balance 

of The 



At the close of business 

If the checks amount to the sum named, and constitute a proper 
charge against your bank, please sign and return this circular. If not, 
or if there be discrepancies of any kind whatever, or claim or cash 
tickets enclosed, or if any of them shall be paid in any way by this 
bank, please inform me, giving particulars. 

Very respectfully, 



National Bank Ext 



National Bank Examiner: 

Your enclosure has been received, with seal intact, containing 
checks to the amount above stated, which are proper charges, and 
have been paid by this bank. 



Cashier. 

Bank 

Fig. 12 
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Treasury Department, 
Office of Comptroller of the Currency, 

Washington, D. C. 



To the Cashier:— You are respectfully requested to forward, at your earliest 
convenience, to the National Bank Examiner, whose name and address is stated 
below, the information asked for in this circular. 

This information is requested solely for the purpose of reconciling the 
account of the within-named bank with your bank at the date of examination 
of the former. 

The account of every national bank with another bank is verified in the 
same manner. 

An addressed envelope for your reply is enclosed. 



Respectfully, 



Comptroller. 



National Bank Examiner, 



P. O. Address, 



Fio. 14 (4 



To the National Bank Examtnbr: 

A statement of the account of The- 
rendered at the close of business on 



found correct with exceptions {if any) noted below. 



Date 


i 










We debit (not in their account): 
















































Remittances in transit: 




















































































They debit (not on our books): 













































































































































Their balance 



















Please fill out the above blank and also report any counter en 



i INK) 



_, 190- 



showing a balance of S- 



-due from The 



-has been examined and 



.._—.. Cashier. 


Date 














We credit (not in their account): 
















































Drafts issued (outstanding): 




















































































They credit (not on our books): 















































































































































Our balance 



















ies appearing on the statement, not shown on your books. 



*« 



Answers to the following questions are respectfully requested: 

1. Did your bank have under discount 

any bills receivable of the bank named, or any on which its official indorsement 
appeared or for which it was in any other way liable? If so, please furnish a 
list, giving names and amounts. 



2. Did your bank then hold bills receivable or any securities belonging to 
the bank named, or any on which its official indorsement appeared or for which 
it was in any other way liable? If any were held, give list and state how they 

> held. 



3. Were there any loans then outstanding by your bank to the bank 
named, or to any other party for which the bank was in any way liable? If so, 
specify character of loan—whether upon bills payable, certificate of deposit, 
open account, or otherwise. In each case, specify amount, time, etc. 

3. 



4. Had your bank, at said date, effected any loans for account of the bank 
named? If so, give names of borrowers and amounts, state how the notes were 
secured and whether or not the security was held by your bank. 



5. Please state when your account with the bank named was last reconciled. 



Qukier. 
Received , 190 
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remarked, however, the general principle and plan followed 
is practically the same. 

The cash is counted, but there is vastly more to count. 
The loans and discounts, collateral, stocks and bonds, and 
other assets owned are verified, but there is infinitely more 
to verify. While in a small country bank, the few items due 
from other banks in the same place may be personally 
inspected, the hundreds of thousands of dollars of such items 
in a large city bank against its clearing-house neighbors are 
often verified as follows: 

The examiner himself seals up the exchanges together with 
a blank, such as shown in Fig. 12, and an envelope addressed 
to his office, and when this is returned he has the certification 
of the bank to which the items are charged that the amount 
stated is a proper charge against them. 

Another respect in which the procedure in a large bank 
differs from that in a small one is in the examination of its 
demand paper, both secured and unsecured. A large pro- 
portion of the loans of banks in the larger cities is based on 
call paper, secured by listed stocks and bonds, readily con- 
vertible under ordinary conditions into cash. Some banks 
keep a record of these loans and collateral by the card sys- 
tem, while others list in a separate book or have no list at 
all. In the latter case, the examiner makes his own list. 

The method of figuring the reserve in a bank located in a 
central reserve city will be understood from an examination 
of the form shown in Fig. 13. 

Where the accounts are very active, an accurate verifica- 
tion of the amounts due to and from large city banks is very 
difficult without the use of the form shown in Fig. 14. These 
are sent to the correspondent banks with the accounts cur- 
rent (deposit accounts) of the examined bank for reply to the 
examiner. So far as possible, corresponding statements are 
obtained from the other correspondent banks at the close of 
business on the day in question. In less active accounts, 
the replies to the letter of Fig. 9 gives the verification desired. 

It will be seen from this that an examiner's work is often 
not more than half done when he leaves the bank. The 
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verification of all accounts with correspondent banks and all 
outstanding items, as well as the making of his report 
involve great labor and care. On receipt of an examiner's 
report, the comptroller of the currency sends a letter to the 
bank covering any points that call for criticism. 



MANAGEMENT OF IN80IATENT NATIONAL BANKS 

7. When the doors of a national bank are closed by the 
comptroller of the currency, it is usually because of the report 
of its condition made by a regular or special national bank 
examiner, who is generally directed to take charge as tem- 
porary receiver until a permanent one is appointed. 

The records of the comptroller's office show that at the 
time when 6,074 national banks had been organized, 386, or 
6.3 per cent'., had become insolvent and 1,351 had gone into 
voluntary liquidation. 

The range and variety of matters that come to the comp- 
troller's office through receivers to be passed on and dis- 
posed of is curious and remarkable. Mines at a considerable 
distance must be sold; manufacturing plants must be con- 
tinued in operation to prevent shrinkage; live stock must be 
cared for until ready for market; hotels must be kept open 
and managed lest their income, and hence their value for sale, 
shall sink to little or nothing; newspaper plants must be 
carried on; and a thousand perplexing problems involving 
hundreds of thousands of dollars to the creditors must 
receive careful consideration by the department. Experi- 
ence has shown that, in the case of failed national banks, 
the percentage of collection of assets has been far greater 
and that of expense of administration of the trusts has been 
far less than in the case of state or private banks that have 
closed their doors. 

When a bank fails, all business is stopped at the moment 
and an accurate inventory made of all known assets and 
liabilities. Every effort is made to collect all maturing 
paper, and to realize on all assets. A quarterly report is made 
to the comptroller of the currency, as shown in Fig. 15. 
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PROOF OF CLAIM 



}ss. 



No.. 



PERSONALLY APPEARED before me, the undersigned, a notary 
public in and for said 



who, being duly- 



justly indebted to_ 



_says that the_ 



(Nome of Bank) 

in the sum of 



-dollars 



and_ 



.cents upon the following claim to wit: 



Balance due on open account subject to check 
Time certificate of deposit No — issued by. 
Demand certificate of deposit No — issued by 
Unpaid draft No issued by_ 



(Name of Bank) 



(Name of Bank) 



(Name of Rank) 



(Name of Bank) 



Protest fees on draft No 

Unremitted collection No c 

Interest on time or certificate deposit No- 
Interest due on open account 



Total 



Dollars 


Cents 















































All of which is due and payable to_ 



.alone _ 



having given no indorsements or assignments of the same or any part 

thereof; and further say that 

know of no set-off or other legal or equitable defense to said claim, 

or any part thereof. 

Name 



Residence- 



day of _ 



_and subscribed before me this_ 
A. D. 190 



Witness my hand and- 



Seal. 



To be sworn to before a notary public or justice of the peace 
Fig. 16 



M 



PROOF OF CLAIM 



No.. 



AGAINST 



(Nunc of Bank) 



Thb Back op Pig. 10 
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Accompanying this main report are detailed schedules giving, 
item by item, the assets and liabilities, expenses incurred, 
salaries paid, and amounts received from the collection of 
notes, sale of real estate, stocks, securities, or other assets. 
Each item in these reports is carefully scrutinized and checked 
up by experienced clerks in the comptroller's office. 

A receiver of a bank consults the comptroller of the cur- 
rency and obtains his consent for nearly all important acts, 
and, when it is required, asks for an order of court to approve 
settlements, sales, compromises, etc. He also gives notice 
to creditors to prove their claims, which is done on the form 
shown in Fig. 16. If the records support the claim, the 
creditor is given a receiver's certificate, the form of which 
is shown in Fig. 17. 

In order to relieve the inconvenience to depositors as 
much as possible, as soon as any considerable sum of money 
is collected a certain percentage of the face value of the 
claims is paid. It usually happens that while a part of the 
assets of an insolvent institution are quickly available, a 
large portion is invested in real estate or other assets that 
require a long period to dispose of without a great sacrifice. 
Sometimes, too, matters involving large amounts are in 
litigation, which is always slow and tedious. In such cases, 
if an appeal is taken to the higher courts and comparatively 
few items are to be disposed of, in order to save expense 
many trusts are put on the inactive list; that is, the receiver 
is discharged and the books and papers transferred to Wash- 
ington to be handled by a general receiver or by the depart- 
ment itself. In this way, the expense is pro rated over all 
the trusts and a marked saving made to each bank. 

If the assets of an institution are not sufficient to pay the 
claims against it, an assessment is levied on the stockholders 
up to the face value of the stock held, an estimate being 
made of the difference between the amount the assets are 
worth and that needed to pay the creditors in full, and an 
assessment is made to supply the deficiency. If the collec- 
tions do not prove to be as large as expected, an additional 
levy may be made. If, on the other hand, the assets prove 



RECEIVER'S CERTIFICATE OF PROOF OF CLAIM 



S. No.. 



OFFICE OF 



(Name of Receiver) 



2 This is to certify, that. 



•g has this day made legal and satisfactory proof that- 
's creditor of to the amount of 



(Name of Bank) 



and. 



dollars, 

.cents, upon the following claim, to wit: 



8 Balance due on open account subject to check . 

Time certificate of deposit No issued 

1 b y 



_ (Name af Bank) 

Z Demand certificate of deposit No. 

"8 by 



-issued 



(Name of Bank) 

Unpaid draft No issued by_ 



_ (Name of Bank) 

5- Interest on time or demand certificate of deposit 

£ No 



Interest due on open account 



Dollars 



Cents 



Total 



~ and he or the lawful assignee of this claim, will be alone 
5 entitled to the dividends thereon. 

•5 No assignment of this claim, or any portion thereof, will 
be recognized in the payment of dividends, unless notice of such 
° assignment is given to the receiver, and entered upon his books 
p before such dividends are declared, as evidenced by his indorse- 
5 ment hereon. This certificate is to be surrendered to 
ec the receiver upon the payment of the final dividend. 



Receiver of (Name of Bank.) 



Fig. 17 



_, 190 



For value received hereby assign the within claim to_ 



Witness: 



Entered. 



_, 190_ 



., Receiver. 
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Dividends on within claim have been paid as follows: 

First dividend per cent, paid — 

Second 



Third 

Fourth 

Fifth 

Sixth 

Seventh 

Eighth 

Ninth 

Tenth 
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more valuable than at first thought and the assessment is 
more than sufficient, the excess is refunded to the stock- 
holders. 

When the final assessment is paid, the books of the trust 
are closed, a final report made, and the books and accounts 
turned over to the department of the comptroller of the 
currency. 



SAVINGS BANKS 

(PART 1) 



ORGANIZATION AND OPERATION 



PRELIMINARY REMARKS 

1. In discussing savings banks, we shall treat of inde- 
pendent corporations that are strictly financial institutions, 
and ignore savings institutions conducted by governments 
and municipalities for the benefit of the public, and those 
conducted by schools and societies for educational and 
charitable purposes. The ground covered will be the history 
of savings banks, their establishment, state control, internal 
administration, and bookkeeping system. 

A savings bank is a corporation organized to receive 
savings on deposit, to invest them, and to repay the whole 
or a part of them with accrued interest or dividends to the 
depositor on proper request. . Its avowed object is to teach 
habits of frugality and thrift by encouraging savings and 
investments, as well as to afford a safe place to invest sav- 
ings so that they will bring a reasonable return in the form 
of interest. The safety of the money deposited is the first 
consideration of the bank; the second is the rate of interest 
allowed the depositor. 

Savings banks are conducted on general banking principles, 
the difference between these and other banks being not so 
much in the management of the 'funds as in the purpose for 
which they are organized, the commercial bank being estab- 
lished solely as a business institution to meet the financial 
needs of the business community. 

For notiu of copyright, seepage immediately following the title Page 
15 
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HISTORY OP SAVINGS BANKS 

2. The savings bank is an outgrowth of the savings 
institution, but it is not known when the latter was started. 
We know that in Rome as early as the 2d century there was 
a custom having the force of law, for slaves to deposit their 
extra earnings in order that they might finally purchase free- 
dom, and we are told that several of the Emperors of Rome 
established funds in their legions for the accommodation of 
soldiers who cared to utilize them for depositing what savings 
could be brought together. 

The savings bank as a definite organization is reputed to 
have been advocated first in France. In 1610, there appeared 
a work by a French writer, Hughs Delestre, advocating the 
establishment of an institution where wage earners could 
deposit their surplus earnings in times of prosperity and 
thus provide against a time of distress. The idea does not 
seem to have been put into practice until 1765, when a 
number of benevolent citizens in Hamburg, Germany, estab- 
lished such an institution. It was not, however, a savings 
bank proper, but had the characteristics of an insurance 
organization, and applied money deposited to the payment 
of deferred annuities. The depositor did not have the 
privilege of withdrawing his money until 1778, when this 
institution was turned into a savings bank. 

During the year 1778 or 1779 (there is some contention 
regarding the exact date), Priscilla Wakefield established 
the Tottenham Friendly Society, in Tottenham, England. 
This was a philanthropic organization for collecting small 
savings in the immediate neighborhood and repaying them 
in cases of urgent need. It developed into a savings bank 
in 1798. It was about this time that the savings-bank idea 
had begun to attract more than local attention. In 1786, the 
Duke of Oldenburg established, in Germany, an institution for 
receiving small savings. In 1787, the government of Berne 
established and endowed a savings organization; and a private 
one was established at Geneva in 1789. The savings-bank 
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idea was disseminated in England by the writings of Jeremy 
Bentham, whose advocacy of "frugality banks" appeared in 
1797. In 1799, the Rev. Joseph Smith, with two neighbors, 
established a savings bank in his parish at Wendover, 
England. This organization offered to receive weekly 
sums of not less than two pence and to add a bonus of 
one-third if the deposits remained untouched for a given 
period. 



SAVINGS BANKS IN ENGLAND 

3. From these early movements, the savings institution 
spread over Europe and to America, adapting itself to local 
conditions wherever it took root. We are, however, more 
concerned with its growth in England than on the continent, 
inasmuch as the savings bank, as we understand it today, is 
a development of the English idea. It was called to the 
attention of Parliament in 1807, at which time a bill was 
introduced in the House of Commons to establish as a 
national institution a bank for the laboring class. This 
effort was without result. In 1810, the Rev. H. Duncan 
founded the Parish Bank Friendly Society in Ruthwell, Scot- 
land, which was conducted more on savings-bank lines than 
were its predecessors. It attracted attention through the 
success met with, and its methods were studied and imitated. 
So rapidly did its imitators spring up that in 1815 the Hon. 
George Rose asked leave in Parliament to present a bill for 
the protection of banks for savings. The same request was 
repeated in 1816 and considerable public discussion was 
given the matter by the economic writers of the time. As a 
result of this discussion, Parliament passed the first savings- 
bank law in 1817. This law contemplated an assumption of 
direct responsibility by the government, under certain condi- 
tions, and applied to England, Wales, and Ireland. A fund 
entitled a Fund for the Banks for Savings was established 
with the National Debt Commissioners; in which were to be 
placed all deposits reaching the sum of £50. The Debt 
Commissioners paid the savings banks a rate of interest on 
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the sums turned over to them, which was sufficient to allow 
the banks to pay a reasonable rate to the depositors and still 
leave a margin for defraying expenses. Under this act, the 
trustee savings banks, which were the original type of the 
modern mutual savings bank, took shape. Previous to this 
time, they were purely benevolent institutions. 

The operation of this new savings-bank law proved it to 
be defective in a number of details, among which was the 
regulation of the character of deposits that might be received. 
Advantage was taken of this by person^ who were per- 
fectly competent to manage their own investments, but who, 
attracted by a generous rate of interest, preferred to let the 
government do it for them. In consequence of such abuses, 
an act was passed, in 1824, to limit the advantages of savings 
banks to persons who stood in need of them. By this new 
legislation, deposits, during the first year of an account were 
restricted to £50; and were not to exceed £30 in any subse- 
quent year. No person was allowed to deposit in more than 
one bank, and no interest was allowed after the principal 
reached the sum of £200. This, of course, was intended to 
limit the operation of the savings bank to poor people. In 
the course of the growth of the savings-bank system, it 
became so permeated by fraud and gross mismanagement 
that Parliament again took the matter under consideration, 
and in 1828 passed an act for the greater security of depos- 
itors. This legislation provided that officials designated by 
the National Debt Commissioners should pass on all applica- 
tions for the establishment of new banks< and that certain 
rules should be made setting out preliminary organization 
requirements. Among them was one requiring that all by- 
laws adopted by a new savings bank should be submitted for 
approval to a barrister appointed by the Commissioners. 
This law also changed the limitation on individual deposits, 
lowering the total interest-bearing sum to £150; and allow- 
ing interest to accumulate until, combined with the principal, 
it reached £200. An exception was made in the case of cer- 
tain charitable institutions, whose deposits were permitted 
to amount to £300. 
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4. In 1833, savings banks were authorized by law to pay 
annuities in instalments at stated periods, thus giving them 
the right to transact business that today is thought to be in 
the province of an insurance company only. In 1835, an act 
was passed extending these provisions, and those of the act 
of 1828, to savings banks in Scotland, in such a manner that 
the need of reorganization to conform to the change was 
precluded. In 1842, a new phase of savings-bank activity 
was brought into existence by an act that established the 
institution in connection with the regimental pay departments 
of the army; these were known as the Army Savings Banks. 
In 1844, extensive changes were again made in the savings- 
bank act. The interest allowed by the Debt Commissioners 
was reduced; the duties of officers and managers were more 
exactly defined; and rules concerning trust accounts, deposits 
of married women, and in regard to accounts of intestates 
were carefully set out. Four years later, a special act was 
passed limiting the liability of savings-bank trustees in Ire- 
land. About 1850, one of the large railway systems estab- 
lished a savings bank for its employes, which was the 
forerunner of others of its kind both in England and in the 
United States. During the year 1854, a savings bank was 
authorized for the special benefit of seamen, but its efficacy 
was heightened under an act passed 2 years later, which rec- 
ognized shipping offices for seamen as branch savings banks. 

5. Postal Savings Banks. — Various evils that arose 
under the savings-bank acts were rife in the middle of the 
century. There were continued allegations, on all sides, of 
insufficient facilities for reaching the people and of extensive 
incompetency in management. The natural consequence of 
these charges was a parliamentary inquiry, which was m?de 
in 1858. This was followed by a proposal of the postal sav- 
ings system in 1859, and its establishment, by law, under 
Mr. Gladstone in 1861. This system converted the post 
office into a savings bank, so far as one portion of its busi- 
ness was concerned. It began operation, in England, wherever 
there were no savings-bank facilities; but it gradually spread 
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to direct competition with the trustee savings banks and, in 
1862, was extended to Scotland and Ireland. From that time 
until the present, it has taken the foremost position in Eng- 
land. A savings-bank act passed in 1863 practically took 
the investment of funds out of the hands of officers of the 
trustee banks and placed it with the Debt Commissioners. 
The local management was, however, left entirely with the 
trustees, although they were precluded from receiving any 
compensation for their services or from making any profit 
In connection with their other duties, they were required to 
furnish the Commissioners with periodic reports of all trans- 
actions. Since the passage of this act, few trustee banks 
have been established. In fact, the history of the savings 
banks in England since the act of 1861, is that of govern- 
ment savings banks, inasmuch as the trustee banks have 
been subordinated to the postal system and have relied on 
government support for their existence. Both the trustee 
and postal savings systems had their birth in England, and 
have been evolved from a mere benevolence into purely 
financial institutions. The growth of the trustee system was, 
however, dwarfed in England by the postal savings act and 
thus failed to attain its perfect maturity. In the United 
States, its history has been different, and the contrast 
between the development in the two countries is strongly 
marked. 

In 1864, the deposits in the two institutions stood as fol- 
lows: Trustee banks, £35,145,567; postal banks, £4,993,124. 
In 1902, the standing was reversed and the trustee banks 
had deposits of £51,950,404, while the postal banks had 
£142,942,822. 

SAVINGS BANKS IN THE UNITED STATES 

6. The first savings banks in the United States grew 
out of the needy condition of the country immediately after 
the Revolution. The general stagnation in the industrial 
situation and the consequent impoverishment of working 
people in general, brought out, between the years 1778 
and 1810, numerous societies intended for the betterment of 
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local conditions. These societies, however, were for the 
most part purely charitable in their aim and did not assume 
the savings-bank form adopted by the friendly societies in 
England. The first real savings banks in the United States 
were, in general, modeled after their English predecessors. 
They did not, however, adopt the plan of issuing annuities, 
nor were they under government direction, and the history 
of their development is entirely different from that of the 
savings banks in England. There, the establishment was 
under practically uniform legislative conditions throughout 
the country; here, the laws determining their incorporation 
and conduct varied with the legal policies of the states in 
which they were founded. 

Interest in the establishment of savings banks in this 
country developed in 1816. The discussion in England 
reached the United States and implanted the idea that led 
to the institution of the Philadelphia Savings Fund Society, 
which organized as a voluntary association in 1816. This 
institution was not incorporated, however, until 3 years 
later. In New York state, an attempt was made to form a 
savings bank in the same year. The project was discussed 
and succeeded in getting before the legislature in 1817. It 
failed, however, to receive legal sanction until 1819 when 
the Bank for Savings in New York City was incorporated. 
A similar effort made in Massachusetts, in 1816, was more 
fortunate and gave this state the honor of not only being 
the first to give the sanction of law to a savings bank in 
this country, but of passing the first legislative act concern- 
ing a savings bank known in any country. The first action 
of the British Parliament was taken in 1817, a year later. 
This act of the Massachusetts legislature incorporated the 
Provident Institution in the Town of Boston, which was a 
success from the beginning. 

7. The next bank to be established by law was the 
Savings Bank of Baltimore, in 1818. In the year following, 
savings banks sprang into existence in a number of states. 
Connecticut founded the Society for Savings in Hartford; 
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Rhode Island established first the Savings Bank at Newport, 
and later, during the same year, one at Providence and one 
at Bristol; Maine founded the Institution for Savings in the 
Town of Portland; and New York and Pennsylvania each 
granted the savings-bank charters previously referred to. 
This was the first year of general cavings-bank activity, and 
the incorporation of a number of institutions in these states 
immediately followed. There were ten in existence in 1820, 
and the number increased every year. New Hampshire did 
not establish a savings bank until 1823, when the Portsmouth 
Savings Bank was incorporated; and the Wilmington Savings 
Fund Society, the first in Delaware, was established in 1832. 
Until 1834, each of the savings banks incorporated in the 
various states had been governed solely by the provisions 
of its charter, like any other corporation. The institution 
had become a force in the community and the legislature 
of Massachusetts in this year passed a general law for the 
incorporation and government of savings banks. This was 
the first general savings-bank law in the country. ' It regu- 
lated not only the incorporation procedure, but prescribed, 
in detail, what kind of investments might employ the funds 
of these institutions. Four years later this act was supple- 
mented by the establishment of a bank commission having 
the power of direct supervision and annual examination of 
the affairs of any savings bank in the state. These two acts 
form the working basis of all subsequent legislation con- 
cerning mutual savings banks in this country. • 

8. In 1839, New Jersey established its first savings bank, 
the Provident Institution of Jersey City. In 1843, Connecti- 
cut followed in the footsteps of Massachusetts and passed a 
general savings-bank law. Three years later, in 1846, Ver- 
mont became a savings-bank state through the incorporation 
of the Windham Provident Institution for Savings. During 
the year 1847, New Hampshire and New Jersey each passed 
laws providing for general savings-bank control. By the 
year 1850, savings banks had come to be recognized as a 
strong factor in our financial affairs. They were recognized 
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in eleven states, of which four had passed general laws 
for their protection and encouragement. Between 1820 
and 1850, their number had increased from 10 to 108; 
their depositors from 8,635 to 251,354; and their deposits 
from $1,138,576 to $43,431,130. This wonderful growth 
attests the conservatism with which they were conducted 
and the consequent confidence they held in the minds of 
the public. 

Rhode Island did not enact a general savings-bank law 
until 1858, and it was 1869 before Maine adopted one. Up 
to this time, the mutual banks had been confined wholly to 
New England and the eastern states. In 1869, however, 
Indiana passed an act for the incorporation of mutual savings 
banks, and it was thought that the general movement might 
be extended to the middle section of the country. Little 
advantage, however, was taken of the act in Indiana, which 
today has scarcely more than a half dozen mutual savings 
banks, and its lead was not generally followed. New York 
did not pass a general act of savings bank control until 1874, 
although repeatedly urged to do so by those interested in 
the safety of its institutions. 

9, Stock Savings Banks. — Until the last quarter of the 
century, the savings banks of the country were almost entirely 
mutual. They were founded and conducted on the English 
trustee system as it was first conceived and their sphere of 
operation was confined almost entirely to the states men- 
tioned. It is true that many other states had established 
banking institutions called savings banks, either under a 
general corporation act or under an act for the formation of 
state banks. These banks, however, were stock institutions 
operated for stockholders, although they afforded a deposi- 
tory for savings. 

In the last quarter of the century, stock institutions began 
to spread, particularly in the extreme and middle west. 
They met the unsettled condition of the people much better 
than the mutual savings banks could have done. As the 
number increased, special legislation, much on the line of 
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that relating to mutual savings banks, was enacted by the 
states where the growth was greatest. 

The greater portion of them, however, were savings banks 
in name only. Of the 1,000 savings banks established up to 
the end of the century, 65 per cent, were mutual and 35 per 
cent, were stock institutions. Of nearly two and one-half 
billion dollars deposits at this time, the mutual banks held 
90 per cent, and the stock banks 10 per cent. At the 
present day, 97 per cent, of the mutual savings banks of 
the country are located in the eleven states originally 
establishing savings banks. The remaining 3 per cent, are 
divided through Minnesota, Indiana, and Ohio. The savings 
banks of other states, where they exist at all, are stock 
institutions. 

The postal savings system has been repeatedly advocated 
in this country since the administration of President Grant, 
in 1873, but there has been a deep-rooted and widespread 
opposition to its adoption among bankers and public men. 
No measure for its establishment has ever succeeded in 
passing congress. 

10. Development of the Savings Idea. — There have 
been in the United States two important developments of 
the savings idea — the railway savings departments, which 
have been adopted since 1850 by a number of the railroad 
companies for their employes; and the school savings banks, 
which system was brought here from France in 1885. Neither 
of these systems can be placed in the category of savings 
banks, considered as financial corporations, and they are 
touched on here merely as a matter of interest. 

The only departure from either the mutual or stock savings 
banks, existing as corporations organized for savings pur- 
poses, consists of the savings departments in trust com- 
panies, and national and state banks. This feature of a 
banking corporation purely commercial in its character, is 
attracting much attention at the present day. The trust 
companies of Pennsylvania, Maryland, Illinois, and many 
of the Southern and Middle States are adopting the savings 
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department as a part of their business, and laws have been 
made for its control. 

Failures of savings banks have been comparatively rare, 
and, outside of the panic years of 1876 and 1893, the number 
of these banks has constantly increased. Outside of the 
South and Southwest, savings-bank development has attended 
the growth of population, and even those portions of the 
country have begun to witness a new impetus in this direction. 



THE ESTABLISHMENT OF SAVINGS BANKS 

11. Savings banks are divided into two principal classes 
— mutual savings banks and stock savings banks. 

A mutual savings bank is a corporation conducted 
solely in the interest of its depositors. There are no stock- 
holders. The net earnings, with the exception of a percent- 
age set aside at stated intervals for a surplus fund, go to 
the depositors. 

A stock savings bank is a corporation having the same 
function as a mutual savings bank, but is conducted for the 
profit of the owners of the capital stock. The depositors 
receive interest on their deposits at a rate fixed by the 
directors. 

In the United States, there are building and loan associa- 
tions, savings and loan associations, and cooperative banks, 
which, in many of their functions, are practically the same 
as savings banks. There are also state banks, national 
banks, and trust companies, which operate savings depart- 
ments, some of which insert the word "savings" in their 
titles. None of these, however, are savings banks, in the 
proper sense, and they are not treated as such under the law. 

The test of the right of a bank to be regarded, strictly speak- 
ing, as a savings bank, is whether it was incorporated as a 
savings institution as described, and adheres to its purpose. 

There are two important considerations to be taken into 
account by persons desiring to organize a savings bank; 
the demand for it and the density of population. These 
have great weight with the state officials in granting a 
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charter. One reason for this is that overcompetition is not 
regarded with favor by these officials; such institutions 
being viewed as a public benefit, and not merely as money- 
making concerns. Of course, in the case of a stock savings 
bank, if the necessary capital can be secured there is less 
interference, than with a mutual bank, which is altogether 
dependent on public support for its success. 

Savings banks, like other corporations, must be incorpo- 
rated by the state under general or special laws; a riiere 
agreement of the organizers is not enough. In some states, 
they are formed under the general corporation laws; in 
others, under general laws applying to banking corporations 
only; in still others, under general laws for distinct classes 
of banking corporations, which is the case in most of the 
states in which there are mutual savings banks. In most 
states, there is a constitutional provision against creating 
corporations under other than general laws; but in the 
absence of a general corporation law, or where banking 
corporations are specifically excluded from the operation of 
such a law, and where no other provision is made for 
them, savings banks are instituted by a special act of the 
legislature. 

Since the laws of all states do not agree, it is impossible 
to do more than outline the general procedure for organizing 
savings banks. 

MUTUAL SAVINGS BANKS UNDER GENERAL LAWS 

12. The organizers are called corporators. Generally, 
they must be citizens of the state in which the bank is to be 
formed; and it is sometimes provided that a certain number 
of them, usually three-fourths, shall be residents of the 
county where incorporation is desired. The number required 
varies; generally it is not less than thirteen nor more than 
fifty. After deciding to fprm a savings bank, the corpora- 
tors enter into articles of association; that is, they execute a 
formal agreement to organize. 

The next step is the publication of a notice of intention 
to organize. This notice states the names of the corporators 
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and the proposed name and location of the bank. It is 
generally required to be published for 3 or 4 weeks in the 
newspapers of the county where the bank is to be located, 
and, if other savings banks are there located, to be sent to 
them in the form of a special notice. 

After notice of intention is given, a certificate of asso- 
ciation must be prepared and filed with the proper state 
authorities. This certificate should contain: (1) The name 
of the proposed savings bank; (2) the location, particularly 
specifying the county and the city or town; (3) the name, 
residence, address, and occupation of each corporator; (4) a 
declaration that each of the corporators will accept and dis- 
charge all the duties and responsibilities of a trustee after 
the bank is organized. In Maine, the certificate must state 
why the bank is needed in the particular place. The certifi- 
cate must be executed before a justice or notary and filed 
with the bank commissioners or with the state officials whose 
duty it is to pass on it. In some states, one copy is sent 
to the banking officials and another filed with the secretary 
of state. 

On its receipt, the state authorities consider the question 
of incorporation, and the decision is largely influenced by 
three things: (1) Whether or not the new bank will afford 
greater convenience of access to a considerable number of 
depositors; (2) whether or not the density of the population 
in the locality offers a reasonable promise of adequate 
support; (3) whether or not the responsibility, character, 
and general fitness of the corporators are such as to com- 
mand public confidence in an enterprise of this kind. This 
knowledge is ascertained from the best sources at command. 

If the state officials are satisfied that the proposed bank 
will be a public benefit, a certificate of incorporation is 
issued, authorizing the corporators to open the bank for the 
transaction of savings-bank business. 

13. The persons named in the certificate are considered 
a body corporate, and may then proceed to organize. This 
is done by meeting and electing from their number a board 
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of trustees, to manage the bank's affairs. The law requires 
that this meeting be held within a certain time after the 
certificate is issued; in New York state, for instance, the 
time is 1 year. The law generally states the minimum and 
maximum number of corporators who shall compose this 
board; the minimum being seldom less than seven and the 
maximum seldom more than thirteen; and in some states it 
makes the persons named in the certificate the first trustees. 

The law usually provides that the president and vice-presi- 
dents shall be chosen from among the trustees. After the 
election of these officers, they adopt a set of by-laws in 
which they outline and prescribe the manner in which the 
bank's business is to be conducted. These by-laws must not 
be inconsistent with the laws of the state, and it is generally 
required that a copy be sent to the proper state officials, and 
that they be notified of every change in such by-laws. 

The board then selects the other officers and appoints 
committees to take charge of particular parts of the adminis- 
tration, fixes on a place of business, chooses a sufficient 
number of employes, and fixes their salaries. 



STOCK SAVINGS BANKS UNDER GENERAL LAWS 

14. The requirements for the incorporation of a stock 
savings bank are much the same as for a mutual institution. 
The required number of persons having entered into articles 
of association, the notice of intention, which, in this case, 
must include the amount of capital stock, must be advertised 
for a given period. 

The next step differs in several states: In some, an appli- 
cation for a permit to organize is required; in others, the 
filing of a certificate of organization is necessary, but both 
answer practically the same purpose. The application or 
certificate contains: (1) The name of the bank; (2) the place 
of business; (3) the amount of capital stock and the number 
of shares into which it is divided; (4) the name, residence, 
and address of each member of the association; (5) the term 
of corporate existence desired; (6) a declaratiQU of intention 
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to accept the consequent duties and liabilities of stock- 
holders. This document must be executed before a notarial 
officer and transmitted to the proper state authorities. 

After filing this preliminary certificate, books are opened 
for the subscription of stock. The law generally prescribes 
the minimum amount of capital stock and the value of each 
share. In most of the states, it provides that the full amount 
shall be subscribed and paid in before business can be com- 
menced; but in some, incorporation is allowed on payment of 
50 per cent, of the full amount. 

When the capital stock has been fully subscribed, each 
subscriber is given due notice and a stockholders' meeting 
is called. Each subscriber is commonly entitled to as many 
votes as he has shares. At this meeting, the number of 
directors is decided on and elected, the minimum number 
being usually regulated by law. 

After their election the directors meet and organize by 
electing one of their number president. They then adopt 
legal by-laws and proceed as in the case of mutual banks. 

After these steps have been taken, a list of stockholders, 
showing the number of shares owned by each, is sent to the 
state authorities, together with a certificate stating that the 
legal requirements in regard to the payment of capital stock 
have been complied with. The state officer, whose duty it is, 
then conducts an examination of all the proceedings. If, as 
a result of this examination, he finds that all the legal require- 
ments have been properly met, he issues a certificate of incor- 
poration. After this certificate is received, the bank may 
begin business. 

SAVINGS BANKS BY SPECIAL, LAWS 

15. The distinction between incorporation under a gen- 
eral and that by special law must be clearly understood. A 
general law does not directly create a corporation; it merely 
defines what corporations may be formed and prescribes the 
method of forming them. A special law, on the other hand, 
is made by a special act of the legislature and in itself cre- 
ates a particular corporation. 
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The usual procedure in the formation of a savings bank by 
special law is to petition the legislature for a charter. This 
petition is addressed directly to the legislature and contains 
in substance the same information as a preliminary certifi- 
cate under a general law. It states the object and the place 
of business of the proposed corporation and the names of the 
corporators. It is received by the legislature like any other 
proposed measure, referred to the proper committee, given 
a hearing, and submitted to the banking officials of the state. 
If the petition meets the approval of these officials and 
receives legislative sanction, the bank receives a charter. 



STATE CONTROL OF SAVINGS BANKS 



REGULATION 

16. In order to control and regulate the management of 
savings banks and to define, the relation of these banks to 
their depositors, the mutual-bank states and many of the 
stock-bank states have enacted very specific laws. These 
laws are so precise as to govern portions of administrative 
detail which in ordinary corporations are left to the dis- 
cretion of those in control. Therefore, in order to understand 
thoroughly the proper administration of a savings bank in 
any given state, it is necessary to know just what is required 
by the laws of that particular state. 

In addition to specifying the number of trustees and the 
principal officers to be elected, the method of their election 
and term of office, the law generally states the intervals at 
which trustee meetings shall be held, the number to con- 
stitute a quorum, and prescribes the notice for a meeting. 
Sometimes it is provided that a trustee of a mutual bank 
shall forfeit his office by continued non-attendance at meet- 
ings. In nearly all states, the officers and employes are 
required to be under bond. 

17. Investments and Loans. — The lato is exceedingly 
explicit on the subject of investments and loans. In almost 
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all the mutual-bank states, very little discretion is left to the 
bank officials as to their nature and aggregate amount. 
The requirements are so strict that these institutions have the 
name of being the most conservative investors in the country. 
The classes of securities that may be purchased and the kinds 
of loans that may be made are specified and a criterion given 
by which they may be judged. In stock-bank states, the 
laws are more liberal. 

Savings banks are allowed to own such real estate as is 
necessary for office purposes. They may also temporarily 
own such real estate as may be acquired under foreclosure 
to satisfy mortgage loans, or such as may be otherwise 
acquired to protect themselves against losses. They are, 
however, required to dispose of the same as soon as 
practicable. 

In general, investments may be made in United States, 
state, county, municipal, and railroad bonds, but there are 
usually strict limitations as to investments in any one class 
of. these securities, outside of those of the United States. 
Only bonds of certain states, or of those whose indebtedness 
conforms to a certain standard are allowed to be purchased. 
Only bonds of counties and municipalities in certain states, 
which are generally named, whose net indebtedness is below 
a certain limit or conforms to certain standards are allowed. 
Investments in railroad securities are generally restricted to 
roads specifically named. It is commonly prescribed that 
investments shall be made only through a committee of the 
trustees chosen for the purpose. 

Loans may be made on real estate and on certain collateral 
securities. Real-estate loans are generally limited to the 
state in which the bank is located, and are sometimes 
restricted to a certain amount of the appraised valuation. 
In Massachusetts, all applications for loans must be made in 
writing and submitted to the trustees through the treasurer. 
They are then granted by a vote of a quorum of the trustees, 
duly recorded, based on the appraisal by the investment 
committee and its report as to the advisability of making 
the loan. 
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Collateral loans, in general, may be made on such 
securities as the bank is allowed to acquire for investment, 
but the amount that may be loaned to one borrower is 
limited. The aggregate of each class of loans is limited to 
a percentage of the total deposits and surplus of each bank. 

Stock-savings banks are not allowed to loan money 
against the security of their own stock. 

Savings banks are almost invariably prohibited from loan- 
ing any part of their funds to trustees or officers; and no 
officer is allowed to be a surety, guarantor, or indorser on 
any loan made by such banks. Further, no officer is per- 
mitted to receive a commission or gift in connection with 
any loan. 

18. Deposits. — The law commonly says that deposits 
may be received from any individual. The discretion is 
usually given, however, to refuse any deposit or to return 
all or any part of it after it is once made. Provision is 
generally made that deposits may be received under such 
rules as the banks may direct, but these regulations must be 
made known to the depositor in some direct manner. This 
is usually done by displaying them in the banking room and 
printing them in the pass book. 

In view of the fact that savings banks were originally 
intended only for a certain class of people, there are in 
some states limitations to deposits. The maximum 
amount one person may place on deposit ranges from 
$1,000 in Massachusetts and Connecticut to $5,000 in New 
Jersey and Pennsylvania. Several of the states leave it to 
the discretion of the banks themselves, and nearly all make 
an ^exception in cases of religious and charitable institutions 
having funds to deposit, and exempt them from the maxi- 
mum rule. 

The deposit-limitation law has been evaded to a great 
extent by allowing depositors to open accounts in trust for 
another or others, no names being given, and with no inten- 
tion of having the funds leave their ownership and control. 
To prevent this, the majority of mutual-bank states have 
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passed laws saying: that when a deposit is made by one in 
trust for another, the name of the person for whom the 
money is deposited shall be disclosed; and, on the absence 
of any other written notice of the trust, the deposit, on the 
death of the trustee, shall be paid to the person for whom 
it was made. 

In order to enable banks to trace owners of accounts 
unclaimed for a long period of time, a number of the mutual- 
bank states have enacted laws to the effect that there shall 
be reported to the state each year a list of the Inactive 
deposits; that is, a list of the accounts on which no 
transactions have occurred for the preceding 20 years. In 
addition to this, the list is required to be published in local 
papers for a given time. In Vermont, the inactive period 
is 10 years; and in Massachusetts, the returns are made 
every 5 years instead of annually. No deposit of less 
than $25 is reported in either of these states. In all cases 
where the depositor is known to be living and in sound 
mind, no return is made. 

19. In order to protect a savings bank from excessive 
withdrawals of cash before its securities can be turned into 
money, the law usually gives it the express right to demand 
such notice of withdrawal as seems necessary, before the 
payment of any deposit; but requires that the bank's regula- 
tions in regard to this shall be conspicuously posted in the 
banking rooms and be printed in each pass book issued. 

In several states, the maximum time of notice required is 
fixed by law, as well as the minimum amount of withdrawal 
for which notice may be asked. In Indiana, the statute 
grades the time according to the amount of withdrawal 
desired. 

Both mutual- and stock-bank states have made it lawful 
for a savings bank to accept a minor's receipt in the with- 
drawal of an account standing in his own name. In such 
instances, the minor's receipt operates as a full discharge of 
the bank's indebtedness to him. This provision has been 
placed in the law for the purpose of giving minors control 
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of their savings in cases where the deposits might be appro- 
priated and wasted by improvident parents. 

20. Surplus. — The states have almost universally 
required that a certain amount of the earnings of a savings 
bank shall be regularly laid by, in order to form a fund for 
meeting contingencies. In most states, a certain percentage 
of the earnings must be set aside annually until a prescribed 
limit is reached; in others, only the maximum limit is pre- 
scribed, but the manner of accumulating it is left to the 
banks themselves. The surplus required by law varies with 
the policy of each state; it runs, however, from 3 to 15 per 
cent, of the deposits in the mutual-bank states, and from 10 
to 25 per cent, of the capital stock in the stock-bank states. 

21. Dividends. — The statutes regarding dividends are 
very explicit. In general, the trustees may regulate divi- 
dends not to exceed a stated rate per annum, usually 5 per 
cent. This is to be done in such a manner as to divide all 
the profits, at stated intervals — usually semiannually — after 
deducting necessary expenses and a certain amount for 
retirement to the surplus fund. In some states, the banks 
are given authority to classify depositors according to the 
character, amount, and duration of their dealings, and to 
regulate dividends so that each depositor shall receive the 
same ratable proportion as the others of his class. In other 
states, all depositors receive the same rate of dividend 
regardless of the amount of deposits or the length of their 
dealings with the institution. In all cases, dividends may 
be paid only on vote of the trustees, and from actual earn- 
ings during the period for which they are computed. Nor 
may they be computed on any sum for a longer time than it 
has been on deposit. As a general rule, depositors must be 
notified when the bank decides to change the rate. 

In nearly all the mutual-bank states, an extra dividend 
may not be declared oftener than once in 3 years, and not 
even then unless the surplus has accumulated to a specified 
proportion of the deposits. Several states have enacted 
that surplus earnings shall be divided equitably, leaving the 
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method of division for the banks to determine. In the 
majority of states, however, extra dividends must be declared 
only to depositors of a year's standing and be given on the 
basis of dividends paid on accounts for the preceding 3 years. 

22. Examining the Bank's Condition. — The statutes 
generally direct that an examination of the bank's condition 
be made by the trustees or directors or some person chosen 
by them. In Connecticut, it must be by auditors who are 
not officers or trustees. 



SUPERVISION 

23. Inasmuch as the state has made laws to protect the 
depositor by regulating and denning the powers of savings 
banks and the relations between them and their patrons, it is 
necessary that there .be competent supervision of the banks 
to see that the provisions of the law are observed and to 
prevent loss through fraud or neglect. In most states, this 
state supervision is imposed on one person, called a bank 
examiner^ or superintendent \ or commissioner of banking; in 
some, on a bank commission, generally composed of three 
members; in a few states, on a general officer of the state, 
usually the state auditor. Every consideration demands 
that these men have a thorough knowledge of finance, 
accounts, and business law, but the only general statutory 
requirement is that they be # not connected in any way 
with any bank. 

Their powers are generally of wide scope. In looking 
into the condition of a bank, they have the power to summon 
officials, employes, or others connected with it and examine 
them under oath. On finding a bank in an unsafe condi- 
tion, they are empowered to apply for an injunction restrain- 
ing it from continuing business, and, in some states, even to 
appoint a receiver to wind up its affairs, should circum- 
stances warrant such a step. 

Their duties comprise the enforcing of the banking laws 
of the state; the investigation and consideration of all appli- 
cations for incorporation; the examination, at stated intervals 
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or on special occasions, of the condition of each savings 
bank within their jurisdiction; and the receipt of regular 
reports on the condition of such banks. In most states, it is 
also their duty, annually or oftener, to make public reports 
of the condition of all banks under their supervision. 

It is generally required that the state officer shall make an 
examination at least once a year, by going over all the 
books, papers, securities, and cash of each savings bank, in 
order to ascertain its condition. This examination is to be 
held without previous notice to the bank. Provision is 
generally made for special examinations at the discretion 
of the state, or on formal request of a certain number of 
trustees. 

Regular reports are required once a year or at other stated 
intervals, and provision is generally made that special 
reports may be required at other times, when thought neces- 
sary. The laws calling for such reports set out each specific 
thing they should contain. They must be made in a pre- 
scribed form, under oath of one of the bank's managing 
officers, and exhibit, under appropriate heads, the assets and 
liabilities in detail, together with such other facts as are 
necessary to inform the public regarding the bank's condition 
and prospects. It is generally required that an abstract of 
the report sent to the state be published locally for a specified 
length of time. Abstracts are also usually required to be 
made by the state officials and published In book form for 
the benefit of the public. 

In general, the call for a report implies the call for a trial 
balance; but several states have especially enacted that 
regular trial balances of the general books shall be taken. 
In Maine, the law requires a weekly trial balance. The law 
is aimed particularly, however, at the balance of depositors' 
ledgers and generally provides that one shall be taken at 
least pnce in each fiscal year. 

24. In order to prevent loss through false pass-book 
entries, several of the mutual-bank states have passed laws 
requiring verification of pass books at regular intervals 
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by comparison with the depositors' ledger accounts. This 
must be done by some competent person, who shall not be 
one of the officers or clerks of the bank. The call for the 
pass books is usually made by publication and the law makes 
it a depositor's duty to respond by bringing in his pass book. 
In Massachusetts, the verification must be had every third 
year; in New Hampshire, every fourth year; and in Vermont, 
every fifth year. The time covered by such an examination 
is usually left to the discretion of the state officials, but in 
New Hampshire the law requires 6 weeks. 



DISSOLUTION 

25. If the trustees of a mutual institution deem it 
necessary or expedient, on account of the depreciation 
of securities, or for other good reasons, to close up the 
bank, they are generally allowed to do so, if not at fault 
themselves. In general, this may be done by a petition to 
the supreme court of the state, or by the trustees themselves 
on a two-thirds vote. In either instance, the state banking 
officials must approve. In case of a petition, the court hears 
the facts; and, if it allows dissolution, takes charge of the 
funds and sees that the depositors and creditors are properly 
paid. Where the trustees are allowed to vote a dissolution, 
they must give their intention proper publication and pro- 
ceed to settle the bank's affairs. After doing all they can, 
they turn over all unclaimed deposits to the state, render a 
proper accounting, and petition the court to annul their 
charter. The bank is not properly dissolved until the 
charter has been annuled in such a manner. In case of a 
stock savings bank, the process is much the same, except 
that it must generally be done by a two-thirds vote of the 
stockholders. 

26. In providing for involuntary dissolution, the law 
usually places the initiative in the hands of the state officers 
charged with savings-bank supervision. Action may be 
taken under a number of conditions, the most usual of which 
are actual insolvency, a hazardous state of affairs approaching 
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insolvency, acts of the bank exceeding its powers, or refusal 
to comply with the law or with the rules laid down by the 
state authorities in pursuance of the law. The procedure 
under such circumstances is for the officials to go to the 
courts for an injunction restraining further business until a 
hearing can be had. If the facts brought out at the hearing 
warrant it, the court will make the injunction permanent and 
place the bank in the hands of a receiver, appointing a com- 
missioner to pass on the claims presented. After this has 
been done, the assets will be realized on as rapidly as pos- 
sible and the funds distributed ratably among the depositors. 

27. Taxation. — It is generally admitted that, theoret- 
ically, savings banks are, in a certain way, educational 
institutions and should be exempt from taxation. The 
practice, however, in nearly all states is to levy a tax on the 
deposits and surplus of a bank, or on th& value of the cor- 
porate charter as measured by the deposits and surplus, 
which amounts to the same thing. Vermont is about the 
only state to tax depositors, but this is only for amounts in 
excess of $1,500. Stock savings banks are usually taxed 
on their capital and surplus. Where the tax on mutual banks 
is on the same basis, it varies from i to 1 per cent. The 
rate for stock banks is higher. 



ADMINISTRATION 

28. Though the general control of savings banks is reg- 
ulated by the statutes of the various states, these statutes 
merely distinguish the outline of administration and leave 
it to the banks themselves to fill in the details by the adop- 
tion of by-laws, which must not conflict with the state laws 
on any point. The every-day affairs of the bank are governed 
by these by-laws and by banking custom. We have already 
considered the by-laws as a statutory requirement and will 
now consider them as the basis of the administrative system. 

The by-laws of a savings bank are not only conclusive in 
regulating the conduct of the officers and institution, but 
they specify the relation of depositors to the bank, and are 
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binding to that extent. Generally speaking, they set out 
rules regarding the following subjects: (1) The number of 
trustees or directors, the times for holding meetings, the 
number constituting a quorum, provisions for filling vacancies, 
and for calling extra meetings; (2) the officers of the board, 
the method of their choice, and the names of other managing 
officers and the mode of appointing them; (3) the duties of 
the president and the treasurer, and of the officers occupying 
similar positions and the manner in which these duties shall 
be carried out; (4) the number composing committees 
appointed from among the trustees or directors, the time and 
mode of appointment, and their duties; (5) the method of 
making investments, of approving and paying bills, and of 
changing the by-laws; (6) the banking hours, and rules con- 
cerning the relation of the bank to depositors; (7) the 
amount of the first and subsequent deposits that may be 
made, the method of making withdrawals, the possible 
requirements of notice, the method of making entries in pass 
books, rules to be followed in case of a lost pass book, reg- 
ulations concerning dividends, and provisions setting out the 
bank's position in the case of a depositor's decease. In fact, 
everything calling for specific regulation is generally pro- 
vided for in the by-laws. Of course, the provisions depend 
entirely on the custom of each particular bank or locality, 
and the statutory regulation of each particular state, but the 
ones mentioned most commonly obtain. Where both the 
by-laws and the statutes are silent, custom obtains. 



OFFICERS AND EMPLOYES 

29. Duties of Trustees and Directors. — In a mutual 
savings bank, the whole management of the institution is 
ultimately in the trustees. The trustees are members of 
the body of corporators chosen because of their standing in 
the community and because of their knowledge of financial 
affairs. They serve without compensation and exercise the 
control of affairs by electing and appointing proper officers, 
whose duty it is to carry out their bidding. Their control is 
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also exercised by means of meetings held on set days, 
usually once a month. At these meetings, a quorum of the 
board must be present, and the president or vice-president 
presides. At a meeting of this kind, all business that has 
accumulated since the last meeting is taken up and acted 
on. Such business is usually presented by the managing 
officer of the bank, or by committees chosen for special 
purposes. At each meeting, all transactions are recorded in 
a book of minutes, which is prima facie evidence of acts of 
the bank. 

In a stock bank, the directors govern in much the same 
manner. 

That part of savings-bank administration which must, by 
law, be carried out by the trustees or directors themselves is 
done by them through committees. These committees are 
usually composed of from three to five and sometimes more 
members, and are variously named. The usual committees 
are those charged with investing the bank's funds and 
examining the bank's condition. The first is called the 
investment, or finance, committee. Its principal duty is 
in connection with real-estate loans, when it, either as a 
whole or by delegated members, examines and appraises the 
property on which a loan is sought. It is also the medium 
through which all loans and investments are made. This 
committee usually meets at regular intervals, between the 
regular meetings of the trustees. 

The examining:, or auditing, committee is appointed 
for the purpose of examining, at stated periods, all books, 
accounts, and securities of the bank, in order to ascertain its 
condition. These examinations are held quarterly, semi- 
annually, or annually, according to particular custom. Each 
of these committees reports to the board of trustees, and 
thus has its acts properly ratified. 

30. Duties of Officers. — The president is the execu- 
tive agent of the board of trustees or directors, and is gen- 
eral manager of the bank. Oftentimes, in smaller banks, he 
is inactive in the routine management, which is left almost 



§5 SAVINGS BANKS 27 

entirely to the treasurer. In a mutual bank, he is invariably 
a member of the board of trustees, and in a stock bank of 
the board of directors. The law generally prescribes that 
the president of a stock bank must own a certain amount of 
stock. Like the other officers, the president, derives his 
authority from the board of trustees or directors and from 
the by-laws. He can only transact ordinary business with- 
out special authority granted by the board. His usual duty 
is to preside at its meetings, sign its minutes, and attach his 
signature and take oath to the correctness of all reports 
issued by the bank. When his office is what is termed an 
active one, it is his duty to supervise all loan applications 
between meetings of the investment committee. From the 
fact that nearly all loan applications are presented through 
him, the work of the investment committee is lessened by 
the discretion, customarily given him, to reject loans that, 
on their face, are unlawful for the bank to make. In addition 
to other duties, he generally has custody of the surety bonds 
of the bank officers and employes. 

31. In a savings bank, the duty of the vice-president is 
to take the place of the president in the absence of the latter. 
A mutual institution usually has several vice-presidents, but 
one of them, termed the first vice-president, is selected to 
assume the office of president when occasion requires. Ordi- 
narily, the vice-president has little to do with the active 
affairs of the bank. In many localities, however, it is custom- 
ary to make one of the vice-presidents chairman of some one 
of the committees of the trustees. In larger stock institu- 
tions, these officers are the heads of the different depart- 
ments of the bank. 

32. In a mutual savings bank, the person that has charge 
of the funds and securities is nearly always termed treasurer; 
in a stock bank, he is termed cashier. The treasurer is 
the executive officer of the bank and should be a practical 
banker and understand every administrative detail. He is 
chosen for a definite period of time, customarily a year, and 
may or may not be a member of the board of trustees. In 
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many banks, the treasurer acts as secretary also; in this case 
he is called secretary and treasurer and one of his duties is 
to notify the trustees of all meetings. 

In addition to having custody of the bank's effects, the 
treasurer signs checks, indorses paper, pays bills, and, when 
so empowered, executes mortgage releases; he watches the 
money balances of the bank, the state of all collateral held 
on loans, and the expiration of insurance on mortgaged 
buildings; he must keep in touch with the bank's running 
affairs, either through the daily statement of the bookkeeper 
or by personal daily inspection of the transactions; and it is 
his duty to present regular or special statements to the trus- 
tees or give them other information. 

The duties of the cashier of a stock savings bank are 
similar, but generally, in addition, he has charge of the stock 
ledger and dividend book. 

The office of comptroller may be considered in connec- 
tion with that of treasurer. It is an office rarely found out- 
side of the savings banks in large cities. The comptroller's 
duties are part of those usually assigned to the treasurer, 
and consist principally in the management of the accounting 
system of the institution. 

33. When the office of secretary exists independently, 
the duties of the secretary are to keep a record of all pro- 
ceedings of the board of trustees; to notify officers of their 
election; and to give proper notice of all meetings. In large 
banks, the secretary often has control of some part of the 
bank's administration, usually under the treasurer. 

34. The duty of the auditor is the same as that of an 
examining, or auditing, committee — the verification of the 
bank's accounts. In some states, the auditor is not allowed 
by law to be one of the trustees. It is not a common office 
in mutual banks, but is more frequent in stock institutions. 

35. The office of counsel is not generally filled in a 
savings bank. Of course, each bank has its attorney, but 
until recently he has not been considered to be, like other 
officers, a part of the administrative force of the institution. 
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Of late years, however, opinion has changed in this regard, 
and the counsel is now coming to be considered as a bank 
officer. His duty is to give legal advice on all doubtful 
points and to represent the bank in legal proceedings. 
Sometimes he is under salary, but usually his pay is fixed 
according to the services rendered. 

36. Duties of Employes. — While the number, titles, 
and duties of the officers of a savings bank are fixed by 
either the law of the state or the by-laws of the institution, 
the number of employes is not. This is regulated only by 
the size of the bank and the policy of the management. In 
many country savings banks, the treasurer and one clerk 
constitute the entire office force. The number varies 
according to the size of the bank. 

37. The paying teller is the disbursing clerk of the 
bank and ranks next to the treasurer or cashier. His duties 
are such that he should thoroughly understand banking 
details. He not only makes all payments to depositors but 
generally those of any nature whatever. He must have a 
knowledge of how to handle signatures, and be rapid and 
accurate. A bank sometimes has several thousand cus- 
tomers and it can hardly be expected that a paying teller will 
know each individual or be familiar with each signature, as 
transactions on these accounts occur rarely; further, many 
patrons are unable to write, which makes it still more diffi- 
cult for the teller to recognize them. Looking up signatures 
involves a great amount of time, and in banks of consider- 
able size the teller is often relieved of the work by the book- 
keeper, who certifies on each receipt that everything in 
connection therewith is correct by writing O. K. and signing 
his initials, so that all the teller has to do is to pay the 
amount called for by the receipt to the person presenting it. 

38. It is the duty of the receiving teller of a savings 
bank to take all deposits presented by depositors in person, 
and, unless a special clerk is detailed for the purpose, to 
receive all payments of interest on loans. It is also his 
duty to verify the correctness of all deposits made and to 
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see that no bad checks or money are taken. He keeps a 
deposit scratcher, or record, and at the close of the day's 
transactions accounts for all the cash he has received over 
the counter and turns it in to the. paying teller. In a small 
bank, the duties of the paying and the receiving teller are 
often performed by one person. 

39. The position of general bookkeeper is one of 

the most important in a savings bank. All the business 
records of the institution center at his desk. It is his duty 
to keep all general accounts, which are entered in the gen- 
eral ledger and to furnish statements of condition at regular 
intervals and when called for specially. 

40. The individual bookkeeper is subordinate to 
the general bookkeeper and is in charge of the depositors' 
ledgers. It is his duty to compare all pass books with ledger 
balances and to balance them when presented. He also 
posts daily the deposits and withdrawals on accounts. In 
small institutions, one person does the work of both general 
and individual bookkeeper; in large institutions, there is 
often an individual bookkeeper for each section of the 
depositors' accounts. 

In the savings department of a national bank, the book- 
keeper is looked on as the head of the department and is 
held responsible for its conduct. His work is largely routine, 
consisting of keeping the accounts of the depositors, filling 
in their receipts when they draw money, entering the inter- 
est in the pass books, and giving information regarding the 
accounts; he has charge of the signatures and other records 
of the department, computes the interest semiannually, 
credits the same to the accounts in the ledgers, and takes at 
least four statements, or trial balances, a year, in some banks 
this being done once a month; each day he examines the sig- 
natures on all checks and receipts and makes the entries in 
the cash book, from which they are posted to the ledger. 

41. It is the duty of the correspondence clerk to 
attend to all routine correspondence. Under this heading 
comes not only the acknowledgment of letters but the 
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receipt of mail deposits and the transmission of mail with- 
drawals. It is usually his duty, also, to remit deposit items 
to correspondent banks. 

42. The duties of a messenger are to copy letters, mail 
them, and do outside errands, such as the transfer of cur- 
rency to correspondent banks and the collection of mail. A 
messenger is seldom employed in a savings bank outside 
of cities. 

SAVINGS DEPARTMENTS IN OTHER BANKS 

43. For a number of years, some national banks, state 
banks, and trust companies have had their doors open for 
savings as well as for commercial deposits; some of these 
institutions have been so successful in this line that their 
savings departments have become a very important feature 
of their business. Deposits are usually made in cash, though 
occasionally in other funds, such as checks, drafts, coupons, 
etc. Interest is allowed at a stated rate per cent, per annum. 
It is credited quarterly or semiannually on amounts remain- 
ing undisturbed for the three consecutive months of each 
interest period, but some banks allow interest on the undis- 
turbed balance of each month. Savings deposits in these 
banks are subject to withdrawal by check with or without 
pass book, but the presentation of the pass book is frequently 
made a condition, and is printed as such in the pass book. 

The savings department of such banks is in no way sepa- 
rate from the general business of the institution, except as it 
may be necessary to group the accounts in one set of books 
for convenience in handling and for statistical purposes, 
enabling the management to tell at any time what proportion 
of its resources are interest accounts and to estimate its lia- 
bility on account of interest due depositors, when preparing 
a statement of earnings for the payment of a dividend. The 
officers who control the general business of the bank, exer- 
cise supervision over the savings department, the funds of 
which are subject to the same restrictions as those of the 
commercial department, and are available for all forms of 
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the bank's investments; viz., loans, discounts, the purchase 
of bonds, bills of exchange, and commercial paper. 

As savings accounts are generally inactive, they are easily 
handled, and in one bank having approximately seven million 
dollars of savings deposits, the ordinary work of this depart- 
ment is done by one bookkeeper, an assistant, a paying teller, 
a receiving teller, and an additional clerk to balance pass 
books, each giving but a portion of the day to the work. The 
help of two good clerks from the commercial department 
may, however, be required for about 1 week before and 
2 weeks after the first of January and the first of July, 
when interest on the accounts is to be figured and paid. 



SAVINGS BANKS 

(PART 2) 



BOOKKEEPING SYSTEM 

1. The bookkeeping system of savings banks is usu- 
ally very simple, particularly in mutual institutions, where 
economy is carefully considered. The reason for this is that 
savings accounts are generally inactive, as compared with 
those of commercial banks, and require a less elaborate 
system. Usually only those books and methods are used that 
will attain the required results with the greatest economy 
consistent with expedition, accuracy, and security. The 
system depends largely on the bank's volume of business, 
its location, and the policy of its officers. A city bank needs 
a broader scheme than a country institution, because more 
of its depositors are within easy access and the number of 
its transactions is greater. It will therefore be understood 
that the books and forms illustrated and described have 
been selected to show general forms rather than to establish 
a fixed form. 

In selecting books and forms, two things should always 
be borne in mind: (1) That there must be for each and 
every transaction a voucher that fully describes it and shows 
its authority. (2) That the books used must furnish the 
most accurate and complete method possible for classifying, 
recording, and summarizing these vouchers economically 
and quickly. 

For notice of copyright, seepage immediately following the title page 
16 
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INDIVTDUAIi ACCOUNTS 

2. Opening an Account. — The books and forms con- 
sidered here are such as are employed in receiving deposits, 




paying withdrawals, and keeping depositors' accounts. On 
opening an account, the depositor gives his signature and 
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such information with regard to himself, his family, and his 
business as will serve to identify him. The card system has 
been adapted to this purpose and a form commonly used is 
shown in Fig. 1. The card is numbered to correspond with 
the number of the account in the depositors' ledger and may 
be filed in numerical or alphabetical order. When filed 
alphabetically, it serves as the depositors' index card. 

Depositors who cannot read nor write, make their mark, 
which must be witnessed. Where an account is opened in 
the name of a society, all officers authorized to sign for 
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withdrawals for account of the society must sign the card; 
their authority to do so being confirmed officially by letter. 
The customer is then given a pass book, which is the 
evidence of his deposit. On the front cover of the book and 
on the inside page are entered the name of the depositor and 
the number of the account, corresponding to the number in 
the ledger. One of the best forms in use is shown in Fig. 2. 
The ruled form in the book, being an exact duplicate of that 
in the ledger, the entries are arranged in the same manner. 
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Whenever the book is brought to the bank, the interest, as 
shown by the ledger account to have accrued since it was last 
presented, is entered in the interest column, and the deposit 
or withdrawal, if any, is entered. The book is surrendered 
to the bank when an account is closed, and is filed away with 
books of other closed accounts. Each book contains the 
rules of the bank and often the entire set of by-laws. It 
usually also gives such other information as the business 
hours of the bank and the names of the officers and trustees. 



3. Making a Deposit. — Deposit slips are blanks for 
memoranda of deposits, and are filled out either by the 

depositor or by the teller. 
They vary in form according 
to the system of the institu- 
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tion, one of the best being 
shown in Fig. 3. These 
slips are turned over to the 
individual bookkeeper at 
the end of the day, and his 
credit posting is made from 
them. There are three 
methods of entering de- 
posits in general use; the 
first is used in small banks 
where one or two men do 
all the work, and consists 
in entering them directly in 



a journal; the second is to enter them in a cash book; and 
the third is to enter them in a receiving deposit record 
which is a substitute for the journal. 

The form of the receiving deposit record is shown in 
Fig. 4. When a deposit is received, the teller enters on the 
record the number of the book, the name of the depositor, 
the previous balance, the deposit, and the new balance. 
Where such a record is kept, mail deposits are entered as 
well as those made in person. It may be kept in. loose 
sheets, one for each day, or bound in book form. 
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When a depositor makes a deposit by mail he sends his 
pass book with his remittance. On its receipt, the proper 
entries are made and a letter of acknowledgment, as 
shown in Fig. 5, is filled out and returned with the pass book. 

THE PEOPLES SAVINGS BANK 



JL£. 



Safetown, Mass.,J6&n*-/4, 190 

Your favor of the //£>£&— instant containing a deposit 
of $-olj22£^—hat been received. This amount is credited 
on the pass book, returned herewith. 

Very respectfully, 

J. K. ALBERMARLE, Treasurer 
Fig. 5 

4. Withdrawing Deposits. — A withdrawal may be 
made on presentation of the pass book either by receipt or 
by order for payment signed by the depositor, the signature 
being compared with the signature card. It is an almost 
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universal rule that no payment shall be made except on 
presentation of the pass book. The receipts in general 
use are shown in Fig. 6; but in some small banks a receipt 
book is used as shown in Fig. 7. 
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When a withdrawal is made, the pass book is turned over 
to the individual bookkeeper, as when a deposit is made. 
After it has been compared with the ledger account, the teller 
enters on the margin of the blank receipt, or in the receipt 
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book, the number of the account, the previous balance, the 
amount to be paid, and the new balance, if any. He then 
fills out the body of the receipt and the depositor, or whoever 
appears for him, signs it. Although the receipt book is in 
quite general use, it is perhaps unfair to a depositor for a 
bank to employ any system, which, without his consent, 
shows the amount of his withdrawal and balance to another 
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Treasurer of the Peoples Savings Bank 

Pay fa J^^^^^^^^^^*^^^^f\^ ■ m 

the full amount of principal and interest one me on Account No. Z^rr/f^^. 

i Witness «Wn on this Use) 



Fig. 9 

depositor, as this book does. At the close of the day's 
business, the receipts or the receipt book go to the indi- 
vidual bookkeeper for posting the withdrawals. 

When a depositor wishes another person to make a with- 
drawal for him, he must fill out an order blank to the order 
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of that person. Usually, there are two forms of these orders, 
as shown in Fig. 8 and Fig. 9, one for the withdrawal of a 
part of the account and the other for the full amount. On 
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presenting the order, the payee must indorse it by signing 
his name across the back, or the teller may fill out the usual 
receipt, on which he must sign his name for the depositor. 
When he wishes to 

transfer a balance PEOPLES SAVINGS BANK 

from an old to a new 

pass book, or to the 

account of another 
person, he must fill 
out a transfer re- 
ceipt, such as Fig. 
10. In these cases it 
is usually customary 
to require a witness 
to the depositor's 
signature. 

When money is 
sent by mail to a de- 
positor in payment of 
an order, a remit- 
tance letter is used 
as shown in Fig. 11. 

Withdrawals, like deposits, may be entered directly in a 
journal, or in a cash book, or in a withdrawal record that is 



Dear Sir: 

We enclose check for $J&22. 



Jn 



payment of order for that amount upon account 

Nn /£pr<f*iJ as requested. 

Respectfully, 

J. K. ALBERMARLB. 






Treasurer. 



Fig. 11 
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identical in form with the receiving deposit record, Fig. 4, 
Withdrawal being substituted for Deposit. 

If the order is for part of the account, the pass book is also 
returned; but if it closes the account the pass book is retained 
by the bank. 

When for any reason payment on an account is to be 
stopped, as when the account is trusteed or the pass book lost, 
a stop-payment list is kept in constant view of the book- 
keeper or a stop-payment card is used, as shown in Fig. 12. 
In this case, the card is filed in place of the signature card. 



ACCt.Ko. 

No. di^AT/ 



Name 



^C^fT-r^^ry l£&^**<r^^f ^xl 



Do not pay 

See Information Department 

o 



Fig. 12 

5. Depositors' Ledger. — In mutual and other savings 
banks where interest is computed at fixed or dividend dates, 
the accounts of the depositors are kept in a depositors 9 
ledger, one of the best forms of which is shown in Fig. 13. 
The ledger may be in card or book form. When the card 
ledger is used, the cards may be ruled on both sides thereby 
allowing each account twice the space to be had in the book 
form; it also forms a continuous ledger, all closed accounts 
being filed away and none but active accounts remaining in 
the case. When the card ledger is used, it is an excellent 
plan to have the depositor sign his name at the head of the 
card as well as on the signature card. When the book form 
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is used, each ledger usually contains from 3,000 to 5,000 
accounts, according to the ruling, there being six or eight 
accounts on a page. The ledgers are numbered consecutively, 
and, whichever form of ledger is used, all accounts are 
numbered consecutively. 

When an account is opened, the name of the depositor is 
written on the top line and the date in its proper place. The 
amount of the first deposit is placed in the Deposit column, 
and, on the dividend dates, the interest is computed and 
entered in the Interest column. In the illustration, 3 months' 
interest at 4 per cent, is allowed on the first deposit, but 
none is credited for the 5 months between the last January 
interest period and the time the balance was withdrawn. 
This is in accordance with a general rule in mutual banks, 
under which dividends are only declared and paid every 
6 months and on no deposit of less than 3 months. Accord- 
ing to this, the interest on the first deposit did not begin 
until April 1, and, as the account was closed just before the 
time for declaring a dividend, no interest was allowed. It is 
customary, in entering the dividend date, to use a small 
rubber stamp giving the date to which interest is computed. 
This distinguishes the entry from the debit and credit entries. 
The depositors' ledgers are posted daily, and should show, 
at all times, the exact condition of each account. It is a 
good plan, to have a record in the opening portion of each 
ledger showing the total debits and credits and the balance 
of each day. The total of these balances in all the ledgers, 
should equal the balance in the general ledger. 

When an account is closed by the withdrawal of all funds, 
it is ruled off as shown in Fig. 13. This shows that the 
pass book has been balanced, which makes it unnecessary to 
refer to the account in case there should be a difference 
in the trial balance. 

When an account fills a space, it becomes necessary to 
transfer it to another. After closing the account by ruling it 
off as in the illustration, this may be done in either of two 
ways: ( 1 ) Open a new account with a new number and issue 
a new pass book; for reference, enter the old number and its 



§6 SAVINGS BANKS 13 

folio on the new account, and the new number and its folio 
on the old, and index it. (2) Write the heading and the 
original number in the new space as in the old, also the date 
of the last transaction, and the folio; enter the totals and the 
balance in the new space; note the transfer on the old 
account and in the index. 

6. In the event of the death of a depositor and the 
presentation by his legal representatives of his pass book 
and a certificate of probate or appointment, the first step is 
to balance the account on the pass book; the executor then 
draws a check for the balance and opens a new account in 
the name of the estate by depositing the check and receiving 
a new pass book. The old account is then closed on the ledger 
and a memorandum made on it explaining the transaction. 

7. The depositors' index is a card index of the 
depositors' names in alphabetical order. Each card has the 
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name of the depositor and the number of the account, as 
shown in Fig. 14. No other information is given except when 
the account is that of a trustee, in which case there is a 
cross-reference card made in the name of the beneficiary. It 
is customary, on the death of a depositor and the transfer 
of the title of the account to an administrator or executor, to 
make a cross-reference card to the name of the person 
in whom it vests. 

8. An interest and balance sheet is used in banks 
where interest is computed at fixed intervals. Its purpose 
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is to obtain a trial balance of the depositors' ledgers and to 
compute interest on the accounts. It is customary to take a 
trial balance when dividends are declared, usually twice a 
year. A convenient form is illustrated in Fig. 15 which is 
ruled with two forms of 50 lines to a page, so that each page 
will hold 100 accounts. The first step is to take off the 
figures of all the accounts, which is usually done by two men 
in the following manner: Taking the first open account in the 
first depositors' ledger, one caljs its number and balance 
while th6 other enters on the sheet. The amount entitled 
to 6 months' interest is entered in the 6 Mos. column; that 
entitled to 3 months' interest, in the 3 Mos. column; and 
that not entitled to interest in the No Interest column. This 
process is repeated until all the open accounts in the ledgers 
appear on the sheets. When all have been entered, they are 
called back in order to lessen the chance of error. This 
having been done, the three columns are footed and the foot- 
ings assembled. The aggregate of the sheets should equal 
the ledger balance. 

The interest is then computed as follows: Where the rate 
is 4 per cent., as in the illustration, all entries in the 6 Mos. 
column are multiplied by 2 per cent, and those in the 3 Mos. 
column by 1 per cent. The result is entered in the interest 
column. Where an account is to be credited with interest 
on amounts in both columns, the sum of the interest of each 
is entered. When this has been done, the interest column 
is footed, and the work is readily proved by applying the 
same computation to the totals of the 6 Mos. and 3 Mos. 
columns as was applied to each entry. Where the interest 
rate is 3 or 3 2 per cent., the computation is not so readily 
made; but the process is the same. The figures are then 
entered on each ledger account and the balances extended. 
The balances are also extended to the balance columns on 
the sheets, proved, and then compared with the extended 
balances on the ledgers. After this has been done, the 
ledgers stand corrected ready for the work of the next 
6 months. The total interest is then charged in the journal 
to interest account, and credited to deposits. 
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This system has been very successful in meeting the 
requirements of speed and accuracy. 

In some stock savings banks and savings departments in 
other banks, interest is calculated on each transaction. 
Where this is done the interest ledger is generally used. 
A convenient form is shown in Fig. 16. The pages are 
ruled so as to allow 6 months to each account either on a 
single page or across a double page. This plan necessitates 
the opening of new accounts every 6 months. The accounts 
are numbered consecutively as in the ledger. Interest is 
computed on a 6-months' basis. The interest on each 
deposit is entered in the column marked Int. Cr. and that 
on each withdrawal or check in the column marked Int. Dr. 
The difference between the two is entered in that marked 
Int. Bal. At the end of the period the amount in this column 
is credited and added to the balance. In this form of ledger, 
the work of computing interest is spread over the whole 
period, and the amount to be done at the end of that time is 
thereby lessened. The trial balance sheet will also differ 
from Fig. 15, having but four columns headed Number, 
Balance, Interest, Total. 

9. Checking Sheets. — The chances of error in post- 
ing deposits and withdrawals to the depositors' ledgers are 
lessened by the use of checking sheets, which also facili- 
tate the taking of a trial balance every 6 months. A con- 
venient form is shown in Fig. 17. There is a set of 
checking sheets for each ledger. At the top of each sheet 
of a set is marked the ledger number and the numbers of 
the first and the last accounts in that ledger. After the 
deposits and Withdrawals of the day have been posted to 
the depositors' ledgers, the bookkeeper takes all the with- 
drawal receipts and orders in their numerical order, and 
enters from them on the checking sheet of each ledger 
separately, first the number of the account, then the last 
balance, and then the amount withdrawn. He then turns to 
the ledger and enters the ledger balances of the respective 
accounts in the last column. After adding the three columns, 
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if he finds that the total withdrawals of the day deducted 
from the first column equals the total ledger balances of 
those accounts, the ledger postings are proved correct. The 
same process is followed with the deposit slips, except that 
the total deposits are added to the first column to prove the 
ledger balances. When one sheet is full, the total deposits 
and withdrawals are carried forward to another, and, at the 
end of the 6 months, there is a set of sheets for each ledger 
showing the actual withdrawals and deposits for the period. 
To prove the correctness of the trial balance, add the total 
deposits taken from these sheets and the total interest taken 
from the interest and balance sheet to the last trial balance 
as shown by the ledger to which they belong, and deduct 
the total withdrawals. The result should equal the balance 
shown on the interest and balance sheet. This system is 
considered one of the best in use. 



LOANS AND INVESTMENTS 
10. Records of Loans. — It is necessary for a bank to 
have a complete and intelligible record of the character and 
amount of its loans and investments as well as of all trans- 
fer* of Iwcstntwt 7^r?2^y^— Title, "j^rtJ^/n^^i^a^^mtAkia^^ 
Otto of Security, /^^^/p*. Mnurfty, S(»+^ / s /g* P*», «3'A*7* 
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.Where Paytble,: 



Cm! Dattaf Sate 
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fffd 



fa /7 a 
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actions concerning them. The books and forms considered 
in the following paragraphs are such as are commonly used 
for this purpose. 
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The Investment record, Fig. 18, is a card record con- 
taining a detailed statement of the securities in which the 
bank has invested a portion of its funds. The headings of 
the columns are self-explanatory. A summary of this record 
is kept by the general bookkeeper, and all changes in invest- 
ments are noted when they are made. 

The loan book contains a record of each loan made by 
the bank. It is usually in the hands of the general book- 
keeper. A form in general use is shown in Fig. 19. All 
loans are numbered in consecutive order. The space for 
each item is large enough to present the needful facts with- 
out making it necessary to resort to the loan papers them- 
selves when information is desired. The journal entry of 
every transaction relating to a loan should always give its 
number and the corresponding entry should be made in the 
loan book with all necessary information concerning it. 
Where a book of this kind is kept, all loans, whatever their 
nature, are entered in it. 

The mortgage record, which is also kept by the general 
bookkeeper, is a full and complete record of the bank's 
investments in mortgage loans. One of the best forms in 
use is shown in Fig. 20. All the information concerning the 
loan is entered in the upper, or descriptive, portion of the 
page, and the record of interest, and payments of interest 
and principal in the lower portion. This record may be kept 
either in a book or on a large card. 

Instead of this, some banks use a mortgage loan index 
in card form. A common form is shown in Fig. 21. On 
this should be recorded all the information concerning the 
loan. Payments made on account of the loan are also 
entered and deducted from the principal, and when it is paid 
in full the card is withdrawn. These cards are arranged 
alphabetically by the names of the mortgagors, and some- 
times a further division is made by location, all the loans in 
a given village, town or district, being grouped together. 
As it is necessary for a savings bank to watch its real-estate 
loans closely, to guard against deterioration in values, some 
use cards of a special color to mark those loans that are 
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slow, or should be reduced. Under this system, the interest 
payments are entered in the interest book. 
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11. The Interest book contains the record of the bank's 
income from interest on loans and investments; a convenient 
form is shown in Fig. 22. Interest payments are generally 
made semiannually, and for this reason the book is usually 
written up twice a year — just before the first of January and 
the first of July — when a list of all the loans is made and the 
interest due on them recorded in the book. The entries are 
made by sections, each section giving the names of the 
makers of one class of notes in alphabetical order, as shown. 
The headings of the columns are self-explanatory. When a 
payment is made, the date is entered in the column provided 
for that purpose. The sum of the payments on a giyen date 
should equal the total interest credit in the journal for that 
day. This book is examined by the treasurer and if interest 
remains unpaid when due, the delinquents are notified. 

12. The Insurance record is used as a check on the 
expiration of fire-insurance; its form is shown in Fig. 23. 
When buildings form a part of the security for real-estate 
loans, they are protected by fire-insurance, the policies of 
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which are assigned to the bank. In handling a great number 
of loans on real estate, it is essential that the bank officers 
keep close watch over the insurance, so that the policies may 
not be allowed to expire without renewal and thus leave the 
bank's security unprotected against fire. The record is 
divided into twelve equal sections, one to each month of the 
year. Bach line of a section is numbered consecutively, a 
good method being to number January entries beginning 
with 1,000, February with 2,000, March with 3,000, etc. 
When a policy is received, it is entered in the section of the 
month when it expires. It is then marked with red ink with 
the number of the line on which it is entered. The headings 
of the different columns explain themselves. When the 
policy is canceled or renewed, or the loan is paid, the req- 
uisite entry is made in the last column, as indicated in the 
illustration. It is customary, just before the beginning of 
each month, to make for the treasurer a list of the policies 
expiring in that month, in order that he may see that they 
are renewed or replaced by others. 

13. An applicant for a loan on real estate is required to 
sign a loan application which is filled out by the treasurer. 
There is no set form for this in general use, but the one 
shown in Fig. 24 (a) gives a good idea of the nature of all; 
Fig. 24 (b) is the indorsement on the back. The application 
when filled out, should state the amount of the loan desired, 
the name of the owner of the property, and a description of 
it sufficient to enable the board of investment of the bank to 
examine it intelligently. When the property has been 
examined, the board fills in the lower portion of the blank, 
showing the valuation it has placed on the property, and 
attach their signatures. The application then comes before 
the finance committee at its regular meeting and the loan is 
passed on. If approved, this committee signs the indorse- 
ment and the application is filed with the other papers. 

14. All papers relating to each loan are kept together in 
a loan envelope made of heavy manila stock, on which may 
be printed a form similar to that shown in Fig. 26. The 



Peoples Savings Bank, Safetown, Mass. 

Application tor t Loan, with Mortgage Security 

The ^SsK^m r^^^^^^^^^ ^^^ ^ Jfe*rr*eA*fe*~' . 
P. O. Address, m^ *£j£rr ^^^ " St *' widiet to ****** **** tbe 

Pboplbs Savings Bame a loan of tjCt^^-J&stm^^if n , p 5?^ 

and as security therefor, offers to mortgage to said Bank tUe Real Estate which it 
described generally as follows:^ 



Said Estate is valued at % *r~4r/J/9 m estimation of the subscriber 

The following is a description of the buildings on the above-described premises:— 

The buildings are insured for $ *i\f~<?0 in \3^^L£^t^yiH^4*>c/^^ 

The Estate is free of incumbrance. f) / 

The subscriber is married, and the name of his wife \* 4< &+^^^^?V3/rJ*£*>M*s 

The Subscriber agrees that all expenses of the appraisal of nhe property as'required 
by law and the examination of the title, preparing the papers, making and Recording the 
Deeds, and discharging or assigning the Mortgage, shall be paid by the applicant— and 
that— if required by the Savings Bank, Insurance against fire shall be made on the Build- 
ings upon the mortgaged premises, to a reasonable amount, and the Policy assigned to 
the Bank, at the expense of the Applicant. And the same may be renewed from time to 
time at his expense by said Savings Bank, for its security during the existence of the 
loan and mortgage. 

Safatown, jKsfr//nt Iffl 



SigiuHitr* t-hJTrYlSU> rz ( JIlMynjrfj. 



APPRAISAL 

We, the Subscribers, having examined the within-described premises, do hereby 
certify that, according to our judgment and belief, the present value thereof is as fol- 
lows, to wit: — 

The Land, exclusive of the Buildings, ---..-.-$ f^O O. 
The Buildings, exclusive of Land:— 

House, %44fj?0 % Barn,$i=r=r. Other Buildings, $ i_ Whole value, U&Z&/2*. 

The whole value of Land and Buildings, %J~300* 



, ^ V71 ~i7S 7~V BOARD 

iJjiJlJ^ OF 



i INVESTMENT 



ASSESSORS' VALUATION 

House, $ cSfQG , Barn,!.!.: , Land. $ f*(?<? , Total Valuation, %4££j24L> 

Fig. 24 (a) 
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exact contents of the envelope and all information concerning 
them is written in the form on the outside. Payments of 
principal or other changes in the papers are noted as they 
occur. On envelopes used for collateral loans, the printed 
form provides for a description of the securities enclosed. 
The envelopes are numbered to correspond with the num- 
bers in the loan book, and are filed either alphabetically or 



Application of 



For Loan of $*2&2&s s 

ON REAL ESTATE 




* 



Fig. 24 Kb) 



numerically, the alphabetical arrangement being generally 
preferred on account of affording ready access to the papers. 
They are usually arranged according to classes, all real- 
estate loans being together in one file and all bank-stock 
loans in another. At frequent intervals, the amounts on the 
envelopes should be listed and the total compared with the 
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$ -2*W.<^ 



Rate, ttfj, 

Date, r-r&fc /, /£<?- 



P. a Address, u 
Application, S 
Note^ 



_^L 



Mortgage, — Z_ 



Insurance, — »^L 



Certificate of Titte, S 



Expense, / /d.f£ 



REAL ESTATE LOAN 

Peoples Savings Bank, 

SAFETOWN, MASS. 
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total in the general ledger. This affords a check on incor- 
rect posting to the ledger and on incorrect entries on the 
envelopes. 

Some banks use a card loan Index, as shown in Fig. 26, 
for indexing their loans, and recording any changes in 
addresses. The cards filed alphabetically form an index to 
the loan book, the loan entry being found by the number of 
the card. 



MAKER ~ ^~ 

ADDRESS {/ 



NO. 



//^^^^^^^■f<^>^ 



r~\ 



a 



Pio. 26 

15. An insurance notice is a notification sent to the 
mortgagor that the insurance policy assigned to the bank is 
about to expire and must be renewed. An excellent form is 
shown in Fig. 27. The notices are made out from the, 
insurance record and should be sent 2 or 3 weeks before the 
expiration dates. 

16. An interest notice is a notification sent to the 
payer of a note, that the interest on his loan falls due on a 
certain date and requesting remittance. A form in common 
use is shown in Fig. 28. The notices are made out from 
the entries in the interest book and should be sent out at 
least 2 weeks in advance of the interest dates. Below the 
notice is a detachable portion of the blank, on which the 
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payer is requested to write his name and address. When 
the notice is returned with the remittance, the address portion 
is detached and used in correcting the mailing list, and the 
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notice itself is stamped paid and returned to the payer. 
When the interest notice has not been returned with the 
remittance, an Interest receipt as shown in Fig. 29 is used. 
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PEOPLES SAVINGS BANK 

Safetown, Mass., ^jffws. /j 



J9CL- 



^^^ Received from ft^^a^W.^^. (^C^^?^Ltst^t^/z^ 



*r 



Interest cm loan of v ^<**^o»g^g>y7 r ( 2zZr^Mr^<r^»r^/~ 

to l/<7sn/ XtLt 190_ Receipt being also duly acknowledged on note. 



Dollars, 



^r" Tfttsoitr 



Fig. 29 



DEBIT 



J^L*^^£^9 ion 



ITEM 
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AMOUNT 
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17. Debit and credit slips, as shown in Figs. 30 and 
31, are used where the volume of business is so large that 
the bookkeeper does not handle the papers of a transaction. 
The slips are made out by the person who has the transaction 
in charge, and are then handed to the bookkeeper, who makes 
the necessary entries from them. It is a good plan to have 
each slip initialed by the officer who makes it. 



GENERAL BOOKS 

18. The books and forms considered here are such as 
are used to summarize the work of the bank. The cash 
book contains a record of all receipts and payments of cash 
over the counter; it is kept by the teller. When there are 
both receiving and paying tellers, it is usually kept by the 
paying teller, and at the close of each day, the receiving 
teller hands him a memorandum of the transactions at his 
window. A form in common use is shown in Fig. 32. 
Deposits are entered with the number of the account and 
name of the depositor on the debit side, and all other 
receipts in the same way. Withdrawals and all other pay- 
ments are entered in the same manner on the credit side. 
The description or statement of each entry must always be 
sufficient to identify it, as shown in the illustration. The 
cash-book balance made at the close of the day is very 
simple. If the work is correct, the difference between the 
debit and credit columns will equal the cash on hand. 

In some banks, two cash books are used, one, a debit cash 
book, for the receipts, and the other, a credit cash book, for 
the payments. In others, loose sheets are used instead of a 
bound book, the sheets for each day being filed away as soon 
as the necessary entries from them have been made. In 
some of the smaller banks, instead of the above, a memo- 
randum book is kept to show the condition of the cash at 
the close of each day. When this is done, all of the general 
receipts and payments are entered in the journal, which is 
described further on, the deposits and withdrawals being 
recorded as already described. 
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19. The expense book, as shown in Fig. 33, contains a 
detailed record of the distribution of the various items of the 
expense account, and enables the bank to regulate it intelli- 
gently; it is kept by the general bookkeeper. The illustra- 
tion shows its use under the voucher system, each entry 
being numbered consecutively. Each item is entered both 
in the amount column and in the column of the division 
of expense to which it belongs. The total for the day is 
extended into the Total column and added to the last aggre- 
gate. The sum of the entries in the distribution columns 
should equal the total in the Total column. The amount in the 

Aggregate column 
should agree with the 
expense account total 
in the ledger. 

In Fig. 34 is shown 
a very convenient 
form of registering 
expense vouchers. 
It may be printed on 
a wrapper into which 
the bill or receipt is 
folded, which has the 
advantage of afford- 
ing a uniform folder 
for all items; or it may 
be in the form of a 
rubber stamp, each bill or receipt being stamped. The form is 
then dated, numbered, and marked as in the illustration, the 
number corresponding to the entry in the expense account. 



Expense Voucher No. ^7 



J/ZxZAsi 



Distributed to 



*-r&sf>-e4JZ*3^ 



'<£&* 



irfg-: 



Peoples Savings Bank 



Fig. 84 



20. The draft or check record, as shown in Fig. 35, 
contains a memorandum of each check drawn by the savings 
bank on its correspondent banks. It takes the place of the 
stub in the ordinary check-book. The checks are kept in block 
form, and when one is drawn, the date, the amount, and the 
name of the payee are entered opposite the corresponding 
number. At the end of the day, the total of the checks 
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drawn is placed in the Total column, and is then entered on 
the credit side of the journal. The advantage of this system 




over the stub is, that it presents the record of all the trans- 
actions in much better form for reference. A separate 
record is kept for each of the correspondent banks. 
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21. In making remittances to correspondent banks out of 
town, printed forms, called letters to correspondents, are 
used, as shown in Fig. 36. They are bound in book form and 
every other sheet is detachable. A carbon sheet is inserted 
between the detachable sheet and the next when a letter is 
written, and when the top sheet is detached for transmission 
the book contains an exact duplicate of it. The headings of 
the different columns explain themselves. 

22. The Journal contains a digest of each day's trans- 
actions, and is usually under the care of the general book- 
keeper. A form used in savings banks where the deposits 
are entered directly in the journal is shown in Fig. 37. 
Where a receiving deposit record is kept, as already 
described, the column headed No. and the three deposit 
columns on the credit side may be omitted. The journal 
will then have both debit and credit sides alike and no 
printed headings will be required. In the illustration, the 
columns headed General are for the transactions affecting 
all general ledger accounts. The first entry, marked For- 
ward, is the cash balance of the previous day, and the other 
entries are made directly from the evidences of the trans- 
actions themselves, or from the debit and credit slips made 
out by the officer having the transactions in charge. An 
excellent plan employed in some banks, is to assemble all 
the real-estate loans and all the collateral and other loans, 
and the respective repayments in a book used for the pur- 
pose. The totals, only, are then debited and credited in the 
journal. The totals of the expense account, the remittances 
to corresponding banks, the withdrawals, etc., together with 
the cash on hand are entered on the debit side; and the totals 
of checks drawn on corresponding banks, deposits, etc. are 
entered on the credit side. The journal entries are balanced 
at the close of each day so that the journal itself forms a 
balance sheet or settlement book, in addition to answering 
the usual purpose. 

23. The general ledger contains a summary of all the 
other books of the bank. It is in charge of the general 
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illustration. In this, it is seen that on February 28, there 
was a balance of $1,196,842.06; and that on March 3, the 
account was debited with $3,000 and was credited with $5,000. 
This decreased the balance $2,000. By examining the journal 
record of March 3 (shown in Fig. 37), it will be noticed that 
this was the outcome of five transactions, fully explained on 
the journal page, consolidated into two entries in the ledger. 

PEOPLES SAVINGS BANK 
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24. The statement book is written up from the gen- 
eral ledger by the general bookkeeper; Fig. 39 illustrates the 
form used by a mutual bank in Massachusetts, which is fairly 
typical of all. The names of the customary accounts are 
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usually printed, and blank lines are left for new ones and 
those used occasionally. The form varies according to the 
accounts in the ledger, which, as we have seen, depend on 
the investments allowed in the state where it is used. When 
the statement is of a stock savings bank, the item Capital 
Stock will appear as the first in the liabilities. It sets out a 
trial balance and presents the exact financial condition of the 
bank at the close of the preceding day. It is written up at 
least once a week, signed by the treasurer, or by the book- 
keeper for him, and shown to the trustees or directors at 
regular board meetings. 

In some of the larger savings banks a daily statement, 
as shown in Fig. 40, is prepared by the general bookkeeper 
at the close of each day's business. The cents are usually 
omitted as in the illustration. Its purpose is to inform the 
treasurer or the principal executive officer of the daily bal- 
ances of certain accounts, the condition of which determines 
the amount of the loans that may be made and expense that 
may be incurred. In stock banks, when a certain cash 
reserve is required, the condition of this asset is also shown. 



ADVERTISING 

25. Some progressive banks advertise extensively to 
attract deposits and place great emphasis on the use of the 
mails for transactions. It is usual for them to send a 
printed letter of information in answer to inquiries, similar 
to that shown in Fig. 41 (a) and (£). On the return of the 
detached left-hand portion of the form, properly filled in and 
accompanied by a deposit, the memorandum at the bottom 
is torn off and used as a credit slip by the individual book- 
keeper, and the signature and information filed. A pass 
book, deposit slips, and withdrawal receipts should be mailed 
to the depositor. 
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How to Open An Account 
1. Sign your name as you usually write it, in the little space 
below, with ink: 





I Desire To Open an Account Subject to the Regu- 


Sign inside the 


lations of the Peoples Savings Bank 


space. 




with ink 









If a Trust account, add to your name, "In Trust for M H 



Now give the following particulars, for identification only: 

Address 

Your birthday, Month Date Year- 
Father's Name 



2 

m 

8 

O 

' o 

I 

o 

s 

m 

Mother's Maiden Name | 

m 

If married, Name of Husband or Wife 3 

? 
Occupation, if any £ 

& 
2. Fill out the Form below, stating how much you send and how • 



you send it. We cannot issue a book without first receiving a deposit, g 

3. Tear off 
addressed thus; 



3. Tear off this half sheet and send it with the remittance, £ 



Peoples Savings Bank, 

181-183 Beacon Street, 

Safetown, Mass. 
We will then mail you the book and forms for your future deposits. 



Deposited in 
Peoples Savings Bank 

Date 190- 

Pass Book No 

Name 

Resi dence — 

Amount, $ 

Pig. 41 (a) 
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How Money May Be Sent 

1. By check or draft on a New York bank, made payable "to the 
order of the Peoples Savings Bank." You can get a New York draft 
at any bank in the country, and this is the best way to send. 

2. By Express money-order, obtainable at almost any express office. 

3. By Post-Office order. Ask the postmaster to make it payable at 
Safetown, Mass., to the Peoples Savings Bank; or show this to him. 

4. By Registered Letter, enclosing currency; letters are registered 
at all post offices at sender's risk for any excess over $25. 

+, Interest Periods 

a 

g Deposits made on or before the tenth day of January and remaining 

g in bank until the first day of July, will be entitled to six months' g 

* interest. *° 

g^ Deposits made on or before the third day of April, and remaining gr 

° in bank until the first day of July, will be entitled to three months' * 

** interest. - SL 

g Deposits made on or before the tenth day of July, and remaining in w 

•g bank until the first day of January, will be entitled to six months' g 

^ interest. Z 

OB q* 

•s Deposits made on or before the third day of October, and remain- 3 



jg ing in bank until the first day of January, will be entitled to three 3 

"o* months' interest. 8 

jg No interest on amounts drawn before the end of the half year. b 

** No interest on less than one dollar, nor on odd cents, nor on more • 

a than three thousand dollars. 

& 

General Information 

The smallest amount received is one dollar. The largest amount 
received is three thousand dollars. 

We do only a savings-bank business. No business accounts or 
check accounts will be received. 

We give no information concerning any account, except to the 
depositor or some one having the legal right to such information. 

We pay every six months, such interest as the profits allow, on one 
dollar and upwards. Interest is credited like a deposit made on 
January 1st or July 1st, whether pass book comes or not. For interest 
dates, see the above. 

The rate of the last interest dividend was per cent. 

In any correspondence with us please remember; 
To give the number of the Pass Book; 
To address all letter communications to Peoples Savings Bank, 

not an officer; 
To write names very plainly. 

Pio. 41 (b) 
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AUXILIARY BANK8 AND SCHOOL SAVING8 

26. The auxiliary bank is a device recently adopted to 
induce savings deposits, and is extensively used by savings 
banks and trust companies and by national banks operating 
savings departments. It is a small steel box, furnished to 
any one desiring it, who already has a savings account, or 
who will open one by the deposit of at least one dollar. The 
holder puts his small savings in this box, and at frequent 
intervals takes it to the bank, and deposits the contents to 
his credit. A balance of one dollar is always retained by 
the bank as security until the box is returned, when it may 
be withdrawn. 

Another device, for cultivating in children the habit of 
saving their pennies is known as the schools savings depart- 
ment. It consists in providing teachers in the schools with 
heavy manila folders and special 1-cent stamps to be pasted 
in the folder on payment to the teacher of 1 cent by the 
child. The stamps are about the size of a postage stamp 
and are attractively engraved on the following plan: "Good 
for 1 cent when attached to a filled 50-cent school savings 
folder of the Peoples Savings Institution." 

The folders, which are twofold, are ruled on the inside 
into fifty spaces, each the size of the stamp. On the outside 
are printed the agreement of the bank to credit the owner, 
on proper identification, 50 cents on receipt of the card with 
fifty of its 1-cent stamps attached; the child writing his 
name and address and the name of the school on the same. 
It may also contain the name of the bank and its officers; its 
capital and surplus; the hours when it is open and other 
general information. 

The bank supplies each teacher with a certain number of 
stamps, say $5 worth, and the corresponding number of 
folders. A messenger from the bank visits the different 
schools at regular intervals to replenish the supply and to 
collect from the teachers the money paid for the stamps, 
always being careful to see that the unsold stamps and the 
money received equal the amount furnished. When the first 
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folder is filled, the most satisfactory plants for the child to 
take it to the bank and receive a pass book, as when the first 
deposit is made in the ordinary method. Each successive 
folder is deposited by the child and credited in the same 
manner. 

STOCK-BANK RECORDS 

27. A stock savings bank requires several books not 
used by a mutual bank. They are generally kept by the 
cashier. The stock ledger is a book containing the record 
of the stock owned by each stockholder. The form is that 
of an ordinary ledger and is shown in Fig. 42. An account 
is opened with each stockholder, who is credited with the 
stock bought, and debited with that sold. It is customary 
to open but one original stockholder's account on a page. 
This allows the accounts of subsequent owners of the stock 
to be opened in the same place, and by keeping them together, 
the changes of ownership are readily followed. The illustra- 
tion shows the original account of L. K. Schreiner and the 
accounts of the persons to whom the stock was sold. 

A record of all stock transactions of a bank, arranged in 
chronological order, as shown in Fig. 43, is made in the stock 
registry and transfer record, which forms a balance 
sheet of the outstanding stock. The items are posted from 
the stubs of the stock certificates as they are issued. Thus, 
the book contains not only a record of the original issue of 
stock but also a record of each transfer, and forms a cross- 
reference to the numbers of the new certificates issued in 
place of those retired. The total issue of stock is equal to 
the number of shares standing against the names of the 
holders diminished by the number of shares transferred. 
The same method will give the number of shares standing to 
the credit of an individual holder. 

The dividend book contains a complete record of each 
check issued in payment of a share in a dividend; the form 
of the book is shown in Fig. 44. A separate section is used 
for each dividend declared. The dividends are numbered in 
consecutive order and a complete history of each set of 
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dividend checks is arranged consecutively in the book. The 
number of checks issued is determined by the number of 
stockholders, whose names are arranged alphabetically in 
each dividend section. The illustration shows that these 
entries record the number of each check, the name of the 
payee, the number of shares owned, the dividend amount, 
and the taxdeduction, if any. As fast as these checks are 
paid and returned to the bank, the date of payment is entered 
in the column provided for that purpose on the right of the 
page. This record enables the bank to draw its dividend 
checks properly. It also tells at a glance what checks are 
unpaid and gives an opportunity to call them in. 



No. 31 

Western Savings Bank 

Pftnria \\\ (£»Jy ,. IQQ 
Pay to the order of ' " 

te^Wx^^" — - . Dollars 



jht^^JSffirf&i^ Cashier 



Fig. 45 

In Fig. 45 is shown a specially printed check used in pay- 
ing dividends. These checks are termed dividend checks 
and differ from the ordinary checks by having printed on 
their faces the number of the dividend, a new check being 
printed for each dividend. They are numbered to correspond 
to the numbers opposite the names of the stockholders in 
the dividend book. On being paid, they are charged to a 
special account in the ledger, which is credited with the exact 
amount of the dividend declared. 
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ORGANIZATION AND OPERATION 



INTRODUCTION 

1. Functions. — In the United States, trust companies 

are organized and incorporated under state laws, except 
in the District of Columbia, where they are incorporated 
under federal law. Their functions are generally of wide 
scope, and are always clearly defined in the certificate of 
incorporation or charter. They are usually of the following 
general character: To act as trustee, executor or adminis- 
trator, receiver, assignee, guardian, or committee; to execute 
trusts of every description not inconsistent with the law of 
the state or of the United States; to insure owners of real 
estate, mortgagees, and others interested in real estate 
against loss by reason of defective titles, liens, and encum- 
brances; to receive, hold, and dispose of such real property 
as may have been or may be the subject of any insurance 
made by the company, and to purchase and sell real estate 
and take charge of the same; to become surety for the faith- 
ful performance of any trust, duty, or agreement entered into 
by any person or persons, or municipal or other corporation; 
to become security for the faithful performance of the duties 
of any national, state, county, or municipal officer, or of any 
clerk or employe of any individual, firm, or corporation; to 
become security for the payment of damages for lands taken 
in the building of any railway, or for the opening of streets 
or roads, or for any purpose whatever where land or other 

Copyrighted by International Textbook Company. Entered at Stationers' Hall, London 

n 



2 TRUST COMPANIES §7 

property is authorized by law to be taken; to become surety 
on any writ of error or appeal in any proceeding instituted in 
any court in which security may be required; to act as agent 
for the purpose of issuing or countersigning certificates of 
stock, bonds, or other obligations of any corporation, associ- 
ation, or municipality, and to receive and manage any sinking 
fund thereof; to receive on deposit for safe keeping, jewelry, 
plate, stocks, bonds, and other valuable property; to receive 
money on deposit and to allow interest thereon; to lend 
money on real estate and personal securities; to purchase 
and sell bonds, stocks, and other obligations. The insuring 
of lives and the granting of annuities is also sometimes 
included. 

ORGANIZATION 



PROCEDURE 

2. Incorporation. — Since the laws under which trust 
companies are organized in the various states differ mate- 
rially in detail, the procedure in incorporation cannot be pre- 
cisely outlined. It is, therefore, important that the organizers 
of a trust company select a competent attorney to draw up 
the incorporation papers in accordance with the laws of the 
state where it is to be located. Of these papers, the principal 
one is variously called a certificate ', or agreement \ of incorpora- 
tion , or agreement of association , etc. It contains in general 
the following: (1) The name of the proposed corporation; 
(2) the purposes for which it is to be formed; (3) the amount 
of capital stock, the minimum being frequently fixed by law, 
the number of shares, and the value of each share; (4) the 
city or town in which it is to be located; (5) its duration, 
whether perpetual or for a term of years; (6) the names and 
addresses of the incorporators and the amount of stock sub- 
scribed for by each, in some cases also the names and 
addresses of the directors; (7) any provisions, not incon- 
sistent with the law, for limiting, defining, or regulating the 
powers of the corporation, or of its stockholders or directors. 
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At their first meeting, it is customary for the incorpo- 
rators and other subscribing stockholders present, to com- 
plete their organization, by the adoption of legal by-laws for 
their own government and that of the directors, and by the 
election of a board of directors. The law usually pre- 
scribes the general form of by-laws to be adopted, and 
limits the powers of stockholders to the making and amend- 
ing of by-laws, to the election of directors, and to the 
sanctioning of such acts of the directors as may be required 
by the charter, the by-laws, or the laws of the state. 

The by-laws should fix the time and place of meeting of 
the stockholders for the annual election of directors; the 
amount of stock represented and the number of stockholders 
necessary for a quorum; and prescribe the form and method 
of calling regular and special meetings of stockholders; fix 
the number of directors to be elected; the manner of calling 
and conducting regular and special meetings of directors; 
the number required to constitute a quorum and the manner 
of filling vacancies among them; the number, names, and 
duties of the several officers to be elected and whether they 
are to be elected by directors or stockholders; the special 
committees to be appointed, their size and duties; provide 
for the giving of bond by officers and employes; prescribe 
the manner of transferring stock and such other rules and 
regulations for the management of the affairs of the company 
as may be regarded necessary; and provide for amendments 
to the by-laws. 

STATE SUPERVISION 

3. Trust companies are under the supervision of the 
state commissioner or superintendent of banking, or other 
corresponding state officer or board, and in the District of 
Columbia, the comptroller of the currency. They are required 
to make reports to him, in a prescribed form, at least twice, 
and in some states, four times, a year, while special reports 
may be called for at any time. Examinations of their con- 
dition are also made by the state examiners once or twice a 
year, without previous notice, the object being to safeguard 
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the interests of their patrons by reducing to a minimum the 
possibility of misappropriation of funds and impairment of 
capital. Special examinations may also be made when 
considered desirable. 

Trust companies, in order to act as surety or guarantor, 
must have the special authorization of the insurance com- 
missioner or other corresponding officer of the state. To 
obtain this, the law generally prescribes that a trust com- 
pany must have a certain minimum capital paid in, and that 
a certain amount of this, invested in accepted securities, 
must be deposited with this officer, in trust, for the benefit of 
the holders of these obligations of the company. The law 
also requires that a copy of the charter or act of incorpora- 
tion, a written application to do business, and other speci- 
fied reports must be filed with him. Companies wishing 
to do this class of business in any other state or states are 
usually required by the laws of each state, to file with the 
proper officer a power of attorney appointing some resident 
of that state on whom service process may be made. When 
this has been done, on satisfying himself that the company 
is solvent and has met all the requirements of the law, the 
proper officer will usually issue the necessary certificate. 

At the end of the year, and oftener if called for, trust 
companies are required to make a written report, in a pre- 
scribed form, to the insurance commissioner to show that 
they are complying with all requirements, and a copy of this 
report must be sent to the proper officer of each state in 
which they are operating. An annual examination is made 
by the state commissioner of insurance of the state where 
incorporated, and similar examinations may be made by 
the commissioners of other states in which they operate. 



CAPITAL, STOCK 

4. The basis of every trust company is its capital stock. 
The cash paid for the stock is credited to the capital-stock 
account in the general ledger and the number of shares sub- 
scribed are credited to the various stockholders in the stock 
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ledger. Besides the stock ledger, there is a certificate book, 
a transfer book, and a register. The names of the stock- 
holders are arranged alphabetically in the stock ledger, 
together with the date of the certificate and the number of 
shares held by each. When a stockholder wishes to transfer 
shares to another, he executes a transfer on the back of the 
certificate, or a separate assignment and power of attorney 
authorizing a third person to make the transfer. The certifi- 
cate of stock is then surrendered to the proper officer of the 
company, usually the secretary, who makes the transfer on 
the books, debiting the former stockholder and crediting the 
new stockholder on the stock ledger, and issues a new cer- 
tificate. This certificate is recorded in the register, which 
gives its number, the name of the shareholder, the date, 
and the number of shares. It is then countersigned and 
delivered and a receipt taken for it on the stub of the cer- 
tificate book. 

DUTIES OF DIRECTORS 

5. The management of a trust company is entrusted by 
its stockholders to the directors who are elected by them 
in accordance with the by-laws. These directors should be 
representative, broad-minded, conservative, and at the same 
time progressive men, who appreciate the responsibility 
placed on them, and who will inspire public confidence in 
the institution. Their position is one of trust, and they are 
held strictly accountable to the company for any breach of 
trust. They outline the policy of the company, and have 
full and unrestricted power in the conduct of the business 
within the state laws. They generally elect the officers and 
define their duties, except as they are already defined in the 
by-laws. They fix the salaries of officers and employes, and 
decide on the character, amount, and acceptance of surety 
bonds guaranteeing their fidelity; and designate the banks 
that are to be used as depositaries. The board meets not 
less than once a month, and usually once or twice a week. 

The directors usually delegate certain powers to special 
committees appointed from their own members; then the entire 
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board meets less frequently. The two principal committees 
are the finance, or executive, committee, and the auditing com- 
mittee. It has become quite generally the custom, especially 
in the large cities, for each director to receive a fee for his 
attendance at the meetings, and these committees are usually 
compensated for the extra time and labor given to the affairs 
of the company. 

The finance, or executive, committee generally con- 
sists of three or five members and meets as often as may be 
necessary to consider matters of importance and to advise, in 
regard to them, with the executive officers of the company. 
It keeps records of its proceedings, which are read to the 
board at its meetings. This committee is usually in very 
close touch with all matters of importance concerning the 
affairs of the company, and as it may be called on at any 
time its members should be within easy reach of the com- 
pany's office. Questions that the committee has presented to 
the board for action, are, by it, frequently referred back to the 
committee with full power to act. 

The auditing: committee is usually composed of three 
members. It meets when necessary, keeps records of its 
proceedings, and reports them to the board. Its duties are 
to audit the accounts and to see that all moneys, revenues, 
and securities are properly accounted for and recorded. In 
many cases, it is the custom to employ certified accountants, 
because of their acquaintance with such matters, to make 
rigid and thorough examinations of the books and records, 
at least once a year. Parts of the examination, however, 
which are of a confidential nature, such as those concerning 
the loans and their collateral securities, the investments of 
the company, and the investments for trust accounts, are 
usually personally attended to by the committee. 



DUTIES OF OFFICERS 

6. The officers of a trust company usually consist of a 
president, one or more vice-presidents, a treasurer, secretary, 
trust officer, real-estate officer, title officer, surety officer, and 
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such other officers as in the judgment of the board may be 
necessary. In small companies, the offices of secretary and 
treasurer are frequently held by one person, and other offices 
may be combined and held by one person. 

The president is the executive officer of the company and 
has general care and supervision of all its affairs. He pre- 
sides at the meetings of the board and may call special 
meetings whenever necessary. He is also, ex-officio, a 
member of all committees. He may have specific duties, if 
by training he has the qualifications to perform such. He 
should be conservative in temperament, liberal in his views, 
conversant with all matters of finance, familiar with legal 
matters, and possess a comprehensive knowledge of 
accounts. His manner should be affable and attractive, and 
in his relations with customers, the general public and 
the officers and employes of the company, he should be 
approachable at all times. The president, and indeed any 
officer or employe, may cause an institution much harm and 
loss of business by impolitic treatment of patrons. 

The vice-president in a small company holds an honor- 
ary position, which becomes active only in the absence of 
the president or his inability to act. In the larger companies, 
however, the office is an active one, and there may be one 
or more vice-presidents with specific duties assigned to them, 
such as the supervision of different departments. 

The treasurer is in charge of the financial department, 
and is responsible to the president and directors for its 
proper conduct. He adopts such books and forms as are 
necessary for a complete and comprehensive record of the 
daily transactions, and he should be alive to the value of 
improved and labor-saving devices, making use of them 
whenever they add to the accuracy and efficiency of the 
clerical work. He furnishes the directors with reports of 
the affairs of his department whenever and in whatever form 
they are required. He usually attends to all investments 
and makes the loans for the company, accepting or declining 
the collaterals offered as security. The loans made by him 
are subject, however, to the approval of the board of directors 
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who may accept or refuse them, or direct him to rearrange 
the loan or the collaterals. He usually has the custody 
of all assets of the company, as well as the trust funds 
and the securities held in the capacity of agent. He 
signs checks, drafts, certificates of stock, and other instru- 
ments requiring his official signature. His department 
attends to all receipts and collections, and payments and 
expenditures of whatever nature. 

The secretary notifies the directors of all stated and 
special meetings, attends their meetings and keeps a record 
of the proceedings, and, when required, attends the meetings 
of the special committees and keeps the record of their pro- 
ceedings. He must keep these minutes, or records, in proper 
form, showing that the meetings have been held and con- 
ducted strictly according to law, giving the date of each meet- 
ing, the members present, and a clear, accurate, and detailed 
statement of every action taken by the board. He should have 
a system of indexing these minutes, so that when required, 
he can readily refer to or furnish copies of previous resolu- 
tions. He notifies the stockholders of their meetings, and 
sees that proxies are sent out as provided by the by-laws. 
He usually has charge of the registration and transfer of 
stocks and bonds and all matters pertaining to the same and 
reports them to the board. He frequently has the custody 
of the seal of the corporation, and where this is the case he 
attests all documents of a legal character and such as may 
require the affixing of the seal. 

The trust officer has charge of all business of the com- 
pany arising out of, or involving questions of, trusts. He is 
usually and preferably a member of the bar, but if not, he 
must be sufficiently familiar with legal forms, and the laws 
relating to trusts and decedents' estates, to be able to direct 
the details of the department intelligently and effectually. 
He is the active officer in die management of the estates 
held by the company in trust, whether as executor, adminis- 
trator, guardian, committee, or assignee, and should be so 
conservative and efficient as to inspire confidence in the 
minds of those looking for a proper executor or trustee to 
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carry out their wishes, whatever the form of trust they may 
wish to create. The trust officer submits questions of 
importance involving considerable or serious liability on the 
part of the company, through the president, to the board of 
directors, before action is taken on them, and investments 
for trust funds are usually referred in the same way for accept- 
ance or final disposition. He prepares the statements of all 
trust accounts with the various beneficiaries or persons 
interested, and files them at the proper time for adjudication, 
with the proper court. 

The real-estate officer has the care and management of 
all real estate owned by the company and that of which it has 
charge. He should be familiar with real-estate law and the 
values of lands, properties, and rentals. He should also be 
alive to opportunities and be progressive, as it is most diffi- 
cult to handle real-estate transactions satisfactorily to both 
landlord and tenant, or buyer and seller. 

Applications for loans on mortgages or ground rents are 
usually made to the real-estate officer. He makes a critical 
examination of each property and if satisfied that the secur- 
ity afforded by it is adequate, he refers the application, 
together with his report and recommendations, to the finance 
committee or the board of directors, generally through the 
president, and it is accepted or rejected by them. 

The title officer has charge of all title insurance, where- 
by owners of real estate are insured against loss through 
defects in the titles, or on account of liens or encumbrances. 
He should be a person well versed in law and especially 
real-estate law, and conversant with all matters bearing on 
titles. On the thoroughness with which he collects all the 
necessary data depends the usefulness and success of his 
department. 

The surety officer has charge of the issuing of surety 
bonds for both contract and fidelity insurance. He should 
be acquainted with the law of contracts, also of guaranty and 
suretyship, and be a good judge of character, as the risks 
are considerable and the commissions not always commen- 
surate with the liabilities. 
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The counsel of a trust company is consulted by its 
officers in regard to matters requiring legal advice. In the 
larger companies where one or more of the officers are law- 
yers, he usually has no denned active duties; but should be 
a lawyer of experience having a good general practice. In 
some of the smaller companies, he may be an active officer 
with specific duties, such as the examination of mortgages 
issued to the company as trustee for the security of an issue 
of bonds or notes; or he may have charge of the trust 
and title-insurance departments. In the larger companies, 
he usually receives an annual retainer, and a special fee for 
specific work done by him other than those ordinary duties 
of counsel that may be required of him by the officers of the 
company from time to time. 

Each officer is responsible to the president and directors 
for the proper conduct of his department, and makes reports 
of its condition to them at the regular board meetings. He 
is also responsible for the selection of his assistants and 
clerks and for their conduct in the department. He should 
also be held responsible for a reasonable knowledge of their 
conduct, habits, and companions, out of the office, in the 
same way as he is for his acquaintance with the fluctuations 
in the values of the securities owned or carried as collateral. 

The duties of an employe are moral and clerical. They 
require him to be faithful, loyal, prompt, persevering, patient, 
courteous, quick, neat, accurate, and intelligent. There are 
many customers who only know the company through its 
employes, and it is consequently of paramount importance 
that those who do meet the public should reflect credit on 
the institution they represent. 
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OPERATION 



FORMS AND RECORDS 

7. In the selection of forms, records, and books, the 

trust company must aim to secure a system that will require: 
(1) a voucher that will give an accurate, clear, and com- 
plete record of every transaction, and show its source or 
authority; (2) such forms, records, and books in which to 
record, classify, and summarize the transactions represented 
by these vouchers, as will make it possible to trace each 
transaction throughout the work, and at the end of the day 
show the exact position of the company. Very few trust 
companies use the same system throughout. Consequently, 
such illustrations as are shown in the following description 
of the operation of the different departments should be 
regarded only as suggestive of what may be used. 



FINANCIAL. DEPARTMENT 

8. A trust company will open accounts only with such 
individuals, firms, corporations, and societies as are satis- 
factorily introduced or personally, or by reputation, known 
to the company as desirable depositors. Some of the large 
companies in the financial centers require a minimum deposit 
of from $600 to $2,000. On opening an account, the com- 
pany gives the depositor a signature card on which the 
authorized signature or signatures for the signing of checks, 
drafts, notes, and other similar papers must be written. 
This card is filed with the paying teller. In the case of firms, 
corporations, societies, and persons who sign as attorneys for 
individuals, the signatures that are to be honored by the com- 
pany must be officially authorized in writing. On making his 
first deposit, the depositor receives a pass book in which his 
deposit is credited; also, a check book. 

9. The paying teller, also called the first teller, is 

the custodian of all the cash of the company. He must at 
all times keep in the vault a sufficient supply of money of the 
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different denominations to meet the usual demands. All 
cash received during the day by the receiving teller is 
turned over to him at the close of the day. He makes 
all payments of money over the counter, and usually draws 
all checks on corresponding banks. In the payment of 
checks and drafts drawn on the company, he must know: 
(1) the signature of the drawer, and, if in doubt, must 
verify it by reference to the signature card; (2) the balance 
standing to the credit of the drawer, and, if in doubt, must 
learn from the individual bookkeeper whether it is sufficient 
to meet the check; (3) the presenter, or if unknown, must 
require that he be personally identified. He must examine 
all indorsements, and be careful to pay out only the exact 
amount called for in the body of the check or draft, but if 
the figures are less than the written amount, it is generally 
safer to pay the smaller amount; and in passing out the 
money, he must see that it reaches the presenter. His 
position is a very responsible one, and an error made in 
counting the money paid out, or in paying where there is 
not sufficient balance to cover, or by paying to the wrong 
person, may cause the company considerable loss. 

10. The indorsement of a check or draft must be made 
to correspond with the name of the payee as written on its 
face, and if the name on the check has been written incor- 
rectly, the payee must indorse the check first as it is written, 
and then under that must write his correct name, thereby 
assuming the responsibility for rightful ownership. The 
indorsement of a check drawn to the order of a firm or cor- 
poration must correspond with the signature authorized for 
the signing of checks. In America, an indorsement for 
deposit or collection is frequently made with a rubber stamp; 
but in England and Europe, an indorsement must always be 
signed in writing, whether for payment, deposit, or collec- 
tion. The paying teller frequently has to meet with a well- 
meaning and presumably honest person who is not acquainted 
with usage or the law in the case, who thinks that his own 
assertion that he is the payee mentioned in the check, is 
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sufficient reason why he should receive the money without 
further question, provided that there is money enough to 
the credit of the drawer to meet it, and some even think that 
a check is as good as a bank note. All such persons require 
a careful and clear explanation of the meaning and reason- 
ableness of the law, and must be shown that identification is 
for their own as well as the banker's protection, and must be 
given explanation of the use of checks; all of which requires 
patience and courtesy on the part of the teller. 

11. During the day, all checks and drafts, and all expense 
and other authorized vouchers that have been paid, are listed 
by the paying teller in the scratcher or on the adding 
machine; checks or drafts on other trust companies or banks 
are turned over to the receiving teller and charged to him, and 
all other checks and vouchers are turned over to the book- 
keepers to be posted and their totals are charged as checks 
paid. At the close of the day, he makes a settlement of the 
transactions of his own desk, charging himself with the cash 
on hand at the beginning of the day and all receipts; and 
crediting himself with all payments made and the balance of 
cash on hand, this cash balance being made up as shown in 
Fig. 1, which includes checks held over for the next day. 
When both paying and receiving desks have settled, the pay- 
ing teller makes a general settlement of the work of both 
desks. Fig. 2 gives a form used by some banks. In this 
case, the balance of the previous day and the day's balance 
are entered on the upper lines and include the balances 
with the correspondent banks. The deposits and the general 
receipts from the other departments are entered on the debit 
side and the checks paid, and the general payments made for 
account of the other departments and on expense account are 
entered on the credit side. If the work is correct, the two 
sides will agree. If not, the work must be gone over, until 
the error is found and corrected, and settlement made. 

Trust companies frequently keep two separate deposit 
accounts with depositors: one an active account subject to 
check, on the minimum balance of which interest is allowed 



14 



TRUST COMPANIES 



§7 



at a fixed rate per cent, per annum; and the other a special 
account, withdrawals from which are subject to notice in 
accordance with printed regulations, and on which interest is 
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Fig. 1 



allowed at a higher rate per cent, per annum. The paying 
teller's settlement sheet provides for deposits and withdrawals 
on account of each class, the rates in the illustration being 
2 and 3 per cent. 
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12. The receiving teller, also called the second 
teller, receives all money paid into the company from all 
sources. He must be an expert at detecting counterfeit 
money of every description, and he should be able to detect 
it at once, for when it has been mingled with other money, it 
is almost impossible to fix the source from which it was 
received. He must be very careful to see that each check 
deposited has the indorsement of the depositor, as the com- 
pany practically guarantees the indorsement, and might suffer 
loss if the check was returned unpaid and he was unable to 
prove from whom it had been received. During the day, the 
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deposits are entered in a scratcher, as shown in Fig. 3, or 
frequently only the cash is entered in the scratcher, while 
the checks are listed on the adding machine. Checks on the 
company are turned over to the paying teller and charged to 
him, and those on other banks are deposited with the corre- 
spondent banks or are sent out for collection. The deposit 
slips and other vouchers are then handed to the bookkeepers 
to be posted. 

The receipts of a trust company, other than the deposits, 
are called general receipts. They are the payments made 
to the company on account of income from, and the sale or 
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repayment of, investments, loans, mortgages, and other 
assets, and on account of trust funds, rentals, etc. and are 
usually handled by a clerk specially detailed to attend to 
them. They are entered on single sheets, or in books, ruled 
as shown in Fig. 4, a separate sheet or book being used for 
the receipts of each department. In the first column is 
entered the account to which the payment is to be credited, 
then the description of the transaction, and then the amount 
received. During the day the receipts are listed and handed 
to the receiving teller, and the total of the day must equal 
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the sum of the totals of all the sheets or books. The sepa- 
rate sheets are usually found more convenient, being more 
readily handled by the bookkeepers to whom they are handed 
for posting at the end of the day. After the posting is done, 
they are filed away in binders. 

At the close of the day, the receiving teller makes a settle- 
ment of the transactions of his desk, by charging himself 
with all deposits, receipts from the paying teller, and general 
receipts; and crediting himself with the totals deposited with 
correspondent banks, and charged to the paying teller, and 
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the cash on hand; and the total debits and credits should 
agree. The cash is listed in the same way as shown in 
Fig. 1, and is turned over to the paying teller the following 
morning and verified by him. 

The transactions between the paying and receiving tellers 
are entered in what is called the between-desks book, as 
shown in Fig. 5, or, in a large institution, they may be listed 
on the adding machine and only the totals entered in the book. 

,13. The individual bookkeeper has charge of the 
accounts of all individual depositors. He should be careful 
and accurate, as very embarrassing situations may arise and 
sometimes losses may result from errors in posting, such 
as crediting a deposit or charging a check to the wrong 
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account. To protect the company as far as possible from 
overdrafts, it is his duty to keep the teller informed of the 
condition of the accounts, especially of those where the 
balance fluctuates considerably from day to day. 

A simple and convenient form of loose-leaf or card ledger 
for individual accounts is shown in Fig. 6, with the balance 
column in the center between the debit and credit columns. 
The entries are posted direct from the deposit slips and 
checks, which are arranged alphabetically. 

The interest due the depositors on their average daily 
balances is generally calculated by the bookkeeper. Several 
methods of calculating this interest are in use and one that 
meets the requirements very satisfactorily is shown in the 
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interest slip, Fig. 7, which gives at the end of the day the 
actual balance of each account. Add the daily balances for 
the entire period, and the total dollars will be the principal 
on which interest is calculated for 1 day. Point this sum off 
three figures, divide by 6, and the result will be the interest 
for 1 day at 6 per cent.; one-half of this will be the interest 
at 3 per cent.; one-third, the interest at 2 per cent. 
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The deposit slips are filed away, the slips of each day 
being kept together. Paid checks are canceled by dating or 
other forms of punches and filed alphabetically. At stated 
periods or when a number of checks have accumulated, 
depositors are requested to bring in their pass books and 
have the accounts balanced, when the checks are returned to 
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them. In the larger institutions, the work of balancing the 
pass books is done by a clerk working independently of the 
bookkeepers and tellers. 

14. The general bookkeeper is the confidential clerk 
of the company. His post is one of considerable importance 
and responsibility, and the management must have the 
utmost confidence not only in his integrity, but also in his 
discretion, since he must necessarily be conversant with 
many of the transactions that are contemplated by the 
company, as well as with those that have been completed. 
The general books are under his care. 

The most approved form of general ledger is one that 
presents a clear, daily statement of the assets and liabilities 
of a company, and the order of arrangement of the accounts 
is usually the same as that adopted by the comptroller of the 
currency for national banks, the assets being first and liabilities 
next, as shown in Fig. 8. This may be ruled on a large sheet 
with spaces for 3 days on each side of the names of the 
accounts, thus furnishing 1 week's statements on each sheet, 
which will be found very convenient for reference. It 
should be the aim of the general bookkeeper to classify 
accounts, in order to limit the number appearing on the 
general ledger, and thus make it a concise record of the 
transactions of every department in totals only. The trans- 
actions themselves should be assembled under their proper 
classification in the individual or other auxiliary ledgers or 
records and the totals posted to the general ledger sheet 
at the end of the day. 

Every transaction or entry other than those represented 
by checks, drafts, deposit slips, the general receipt books, 
and other special forms should be covered by a voucher, 
preferably a debit and credit slip or sheet, fully describing 
the transaction and signed or initialed by an officer or other 
authorized person. This system is more essential in large 
institutions employing a large force; but it is also a most 
desirable system everywhere in that it furnishes an original 
and complete record of all entries with their authority, at the 
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same time requiring every man to report and explain his 
errors, and the reasons for making transfers before making 
them, etc. It also enables the auditor or auditors to verify 
the work without difficulty. 

The assets are loans, investments in stocks and bonds, 
real estate owned, furniture and fixtures, cash on hand, 
deposits in correspondent banks, and other miscellaneous 
assets. It is customary to close the books at the dividend 
periods, and between those periods the salary and expense 
accounts are kept in the assets column. The liabilities are 
capital stock paid in, surplus, undivided profits, deposits, 
unpaid dividends, interest and income, and other miscellane- 
ous liabilities. At the end of each period, the gross earnings 
as shown in the interest and income accounts, are credited to 
the undivided profits and the total expenses are charged to 
it, and the difference is the net profits. Out of this, the divi- 
dends are paid and the balance, if any, credited to surplus. 
- The surplus account is an index of the prosperity of a 
company, and it is a serious reflection on any company for 
this account to remain stationary for any length of time. 

15. A statement of the general ledger for the officers and 
directors is made daily or at stated intervals. Contingent 
liabilities, such as possible loss in suretyship or title insurance 
and unpaid interest on deposits, may be added to the state- 
ment if desired. The amount of the invested trust funds, and 
the uninvested as well, are sometimes subjoined to the pub- 
lished statement of the company as an advertisement to draw 
attention to the department. These funds are frequently far 
in excess of the total resources of the business, and are an 
excellent index of the prosperity of a company. 

16. The investments of a company usually consist of 
approved stocks, bonds, mortgages, etc., and a very satisfac- 
tory method of keeping a history and record of them is shown 
in Fig. 9. The back of the card is ruled for any other infor- 
mation that should be recorded. A separate card is kept for 
each investment, and they are filed alphabetically for conve- 
nience of reference. The total investments as shown by the 
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cards should equal the total on the general ledger. When an 
investment is sold or disposed of, the card is taken out and 
filed alphabetically elsewhere, so that the file in use shows 
nothing but actual investments. 

17. One of the principal functions of a trust company 
and a very profitable one, is the lending of money. Loans 
are either call loans or time loans; call loans being payable 
on demand and time loans on a fixed date. Some loans 
are secured by the indorsement of responsible individuals, but 
the majority are collateral loans secured by the deposit of 
desirable securities listed on the stock exchanges, such as the 
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stocks and bonds of first-class municipalities, railroads, street 
railways, gas companies, water companies, and industrial 
corporations. A form of collateral note that usually contains 
the conditions under which the loan is made and continued in 
force, is shown in Fig. 10. Loans may also be made that 
are secured by one or more indorsements. 

A complete record of all loans should be kept either in a 
bound or loose-leaf ledger, or on a card. A good form is 
shown in Fig. 11, the back of which may be ruled for descrip- 
tion of the collateral security. Since the market values of 
securities are constantly changing, it is necessary to keep in 
touch with the market so that in the case of any unusual 
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depreciation in the value of the securities, the borrower may 
be notified and called on for additional collateral. If this is 
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not furnished, the form of note provides for the sale of the 
securities. Certificates of stock always contain the name of 
the registered owner; consequently, in order to be negotiable, 
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they must be indorsed by the owners in blank and the signa- 
tures witnessed. If this is not done there must be deposited 
with them a stock power of attorney, which will be recog- 
nized by the transfer agency of the stock. Bonds are usually 
payable to bearer and are so registered. Any that may be 
fully registered should be assigned in blank, to make them 
available as collateral or what is termed "good delivery." 
Borrowers sometimes wish to substitute one security for 
another, and when this is done, the securities withdrawn are 
ruled off from the sheet, and the new securities entered 
beneath. 

Demand loans are frequently made with the understanding 
that the rate of interest shall fluctuate from time to time, 
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Fig. 11 



according to the conditions of the money market. Any 
change made is noted on the loan record and the borrower is 
notified of the same. Demand loans may be called at any 
time by the trust company, that is, payment of them may be 
required; or if not called, they may be paid at any time, and 
when paid the note and collaterals are returned to the bor- 
rower and his receipt taken for them. Notes and collaterals 
are placed in envelopes and filed alphabetically in the vaults. 
Interest is usually paid quarterly on dates fixed by each 
institution, bills on a form like that shown in Fig. 12 being 
sent out a few days in advance. 

The discounting of commercial paper is permitted in some 
states, but prohibited in others. 
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18. When a trust company acts as trustee under cor- 
porate mortgages for the issuance of bonds, it usually also 
acts as agent for the payment of the coupons as they mature. 
To facilitate the handling of the coupons, tickets, as shown 
in Fig. 13, are sometimes used, on which the names of the 
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bonds are printed, together with the due dates and values of 
the coupons. After verifying the numbers of the coupons 
that are presented for payment, a clerk lists them on this 
ticket and figures the amount to be paid. It is then signed 
and handed to the person presenting the coupons and he 
presents it to the cashier or teller for payment. 
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19. Trust companies are frequently called on to act as 
fiscal agents for governments, states, municipalities, cor- 
porations, and individuals. As such, they may be called on 
to pay interest at stated periods on bonds or other obliga- 
tions; to offer for sale an issue of bonds; to negotiate loans; 
to fund or refund an existing indebtedness; or to act in some 
special service of a financial character. The compensation 
for these services is usually commensurate with the responsi- 
bility or delicacy required. 

The mere fact that a trust company is the fiscal agent for 
a government or for a corporation that is well known and 
has abundant resources gives it a prominence in the com- 
munity that influences a large and profitable general business. 

20. Trust companies also have opportunities to finance 
enterprises of all kinds by underwriting their securities or by 
joining syndicates organized for that purpose. Underwriting 
securities is guaranteeing or insuring their sale. Practically 
it consists in buying all or a part of a given issue of the 
stocks or bonds of a corporation, municipality, or govern- 
ment, at a certain rate agreed on, and offering them for sale to 
the public at a higher figure. For example, stock that is to 
be issued at par, say 100, may be underwritten at, say, 95. 
Stock not disposed of in the ordinary course is taken by the 
company or syndicate, or may be offered for sale by it in 
the open market. The difference between the proceeds of 
the sale of the securities and the price agreed on is the 
profit to the underwriting company or syndicate. 

21. The financing of large building operations also 
affords opportunities for the profitable investment of the 
funds of a trust company, a commission of from 3 to 8 per 
cent, on the amount advanced being charged in addition to 
the interest. 

22. Some trust companies do a profitable business in 
the sale of drafts, travelers' checks, and letters of credit, 
payable in foreign countries and in every part of the United 
States. The business is done chiefly through those banking 
institutions in the principal financial centers of this country 
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that have an extensive list of correspondents throughout the 
world. These banks furnish the trust companies with blank 
drafts, and a list of their correspondents on whom drafts 
may be drawn for their account. As, each draft must be 
issued in the currency of the country on which it is drawn, 
for the guidance of the trust company, the bank sends it, 
from time to time, a printed sheet quoting the current rates 
of exchange on the different countries. The profits of the 
company are made by charging the buyer a slightly higher 
rate of exchange than is paid by the company to the bank. 
When a trust company issues a draft, it immediately advises 
its correspondent of the same, giving a full description of 
the draft, and remitting its value in dollars, or requesting 
that the same be charged to its account. This advice is at 
once readvised to the foreign bank for the protection of the 
drawer, as foreign bankers will rarely pay a draft of which 
they have no advice. Travelers' checks and letters of credit 
are also supplied to the company, on all sales of which it 
receives a commission. 

If there is sufficient foreign and domestic exchange to 
warrant it, a trust company may establish its own exchange 
department, securing first-class correspondents throughout 
the world. The greater the number of such correspondents, 
the greater will be the efficiency of the department. 



TRUST DEPARTMENT 

23. The trust department has the care and manage- 
ment of all trusts held by the company, of which there are 
various kinds involving different duties. Some are created 
by wills, others by the orphans' courts, others by deeds and 
agreements, and still others by mortgages given as security 
for the issuance of bonds or notes. 

A trust company seeks to be made the executor of as many 
wills as possible, and offers to draw the will and keep it safely 
without charge, in cases where it is named as executor, 
whether alone or in connection with one or more individuals. 
It is usually appointed administrator by the courts at the' 
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suggestion of the interested parties. The orphans' courts 
usually have jurisdiction in matters pertaining: to the estates 
of decedents, while the other courts have jurisdiction in all 
matters pertaining to trusts created by deeds and agreements. 

As an executor, the company will carry out the expressed 
wishes of the testator, observing every lawful request and 
desire; as a guardian of the person and estate of a minor, it 
will carefully preserve the assets of the estate, obtain as 
much income as possible, provide for the support and main- 
tenance of the minor, and see that the training and education 
of the child is conducted in a proper manner; as a committee 
or conservator for lunatics or other persons incapable of 
managing their own affairs, it will provide from the income 
of the estate for the proper support of the beneficiary; as an 
assignee, it will collect the assets of the estate of the bank- 
rupt for the benefit of all persons concerned, distribute the 
dividends, or conduct and manage the affairs in accordance 
with the law and wishes of the parties interested, as expressed 
by their agreement; as trustee acting in any capacity, it will 
constantly aim to so execute the trust that the wishes of the 
donor will be fully met and, at the same time, full justice 
will be done the beneficiary; as trustee acting under corpora- 
tion mortgages, it will literally comply with the obligations 
stated therein and perform its duty to the public as well as to 
the mortgagor. 

There are many incidental matters of a trust character that 
may be performed by a company, such as a stakeholder 
retaining securities pending the performance of certain con- 
ditions; all of which can be better attended to by a corpora- 
tion than by an individual, for a company "never dies," 
"seldom removes," and is "always at home when you call"; 
it possesses ample resources, experienced managers, and the 
wisdom of a "multitude of counselors." 

24. A collection of books, cards, and files are required 
as: (1) the trust docket, in which are entered under the 
name of the trust, its nature, source, date of creation, 
attorneys 1 names, the names, ages when important, and 
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addresses of all interested parties, notes regarding the trans- 
actions, inventories, accounts, orders to sell, deeds, discharges, 
etc.; (2) the cash book, in which are entered all trust funds 
received and paid out; (3) the trust ledger ruled so that the 
income is kept separate from the principal, a form of which 
is shown in Fig. 14; (4) the investment book, which contains a 
concise record of the investments arranged under the names 
of the estates of trusts; (5) the mortgage ledger, containing 
under each mortgage a description of the property; on the 
debit side, are entered, in separate columns, the principal and 
interest as it falls due, and on the credit side, in separate col- 
umns, the repayments of principal and interest as made. 

It is essential that all sums representing the investment 
account or principal should be kept distinct from the sums 
received as income, and in no case should they be mingled 
or confounded. The income is usually distributed to the 
beneficiary at stated periods, while the principal is always 
supposed to remain intact or to be increased by an apprecia- 
tion in the assets of the estate. 

All assets in charge of the trust department are kept sepa- 
rate from the assets belonging to the company. The securi- 
ties belonging to each estate are separately marked and 
deposited in vaults set apart for their safe keeping. Any 
uninvested cash balances are deposited in banks approved by 
the directors in the name of the company and marked "trust 
funds." These funds are not liable for any mismanagement 
of the affairs of the company, and "unless there is a malfea- 
sance in office the trust funds would remain intact, although 
the company might fail to meet its obligations. 

As the investment of trust funds mature, or are sold, they 
are replaced by securities prescribed by law, such as United 
States government bonds, state or municipal bonds, or first 
mortgages on real estate. 

25. A trust company is not generally required to furnish 
security for the faithful performance of its trusts, as its 
capital and surplus is considered a sufficient guarantee of 
the same. To see that this capital is not impaired, its 
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accounts are examined from time to time by the state 
department, and by an examiner appointed by the courts. 
The careful and successful management of this depart- 
ment reflects great credit on the company and becomes a 
large factor in its development, besides yielding a steady 
income without investment of capital, as many of these 
trusts are for long periods of time. Some fees are fixed by 
law and others are allowed by the courts, both fees and com- 
missions depending largely on the labor and responsibility 
involved. Commissions may be matters of arrangement, the 
company agreeing to perform the duties for a certain sum or 
a percentage. 

REAL-ESTATE DEPARTMENT 

26* The real-estate department has the care and 
management of all the property in the care of, and owned by, 
the company. The equipment of the department usually 
consists of maps or plans of the city or localities likely to be 
covered by the operations of the company, and reference files 
containing the records of adjacent properties with prices and 
probable values. It has two divisions — one for sales and one 
for rentals. A record of every property offered for sale by the 
company is kept in a convenient form, preferably on a card 
that contains the name and address of the owner, the loca- 
tion of the property, size of lot, size of the house, number and 
character of the rooms, insurance, assessed value, price, 
rental value, encumbrarices, terms of sale, and any items 
of information that may be deemed necessary. A similar 
record is kept of the properties rented or offered for rent by 
the company, and this record should also be complete and 
contain all necessary information. 

When a property is sold, an agreement is drawn up giv- 
ing the names of the seller and purchaser, a description of 
the property, and the terms and conditions of the sale. 

When a property is rented, a lease is drawn up in the 
same manner. 

All repairs to property are ordered by this department, 
and all bills for taxes, water rents, repairs, etc. are submitted 
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Application it hereby made to The I. C. S. Trust Company for a loan of * 

for the period of year at the rate of per cent, per annum, 

payable semiannually, to be secured by mortgage, containing usual scire facias clause 
and clauses as to taxes, attorney's lees, etc., to be the first lien upon the following described 
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to it for approval and payment. Whenever a property is 
vacated an inspector is sent immediately to place a "for 
rent" sign on it and to examine the property to ascertain 
that all windows and doors are properly fastened, the water 
turned off, and every measure taken to preserve the property. 
All applications for loans on real estate are submitted to 
the real-estate officer on forms such as shown in Fig. 15 (a), 



j 



L 



~l 



ir 



I have examined the above and within-described property and am of opinion that said 

property is worth at least Dollars, 

and would bring that sum if offered for sale. 

The ground is worth • • $ 

And the improvements - ,. 
Total • - $ 



Dated. 



->9> 



Fig. 15 (b) 

and when the details have been satisfactorily arranged, it is 
his duty to make a personal inspection of the physical condi- 
tion of the property and the character of the neighborhood 
and submit a written report of his findings and opinion on 
the back of the application, on a form as shown in Fig. 15 (b). 
The application is then folded, numbered, and described as 
shown in Fig. 15 (<:), and submitted to the executive com- 
mittee for acceptance or rejection. 
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Trust companies usually receive a flat commission for the 
collection of rents, and in 



cases of sale or purchase, a 
commission of a certain per- 
centage of the value of the 
property. The fee for hold- 
ing the property in its name 
will depend largely on circum- 
stances, varying according to 
the duties and responsibilities 
assumed. 

Fig. 16 is a rental ledger, 
which contains all necessary 
information in regard to the 
income from and expenses on 
each property, and explains 
itself. 

All receipts and payments 
are entered in the cash book, 
as shown in Fig. 17 (a) and 
(b), by the rental clerk, and 
then posted to the proper 
account in the ledger, as 
shown in Fig. 18. 



No.. 



APPLICATION 



TO 



The I. C. S. Trust Company 



By. 



For Loan of $ 



Term . 



On. 



Pio. 15 (c) 



TITLE-INSURANCE DEPARTMENT 

27. In the title-insurajice department, a trust com- 
pany insures owners and mortgagees of real estate, against 
loss by reason of defective titles, liens, and encumbrances 
"prior in date to the policy, and not excepted therein.' * It 
also issues guaranteed searches showing the encumbrances 
that are recorded against a property. The equipment of a 
complete title insurance department is quite extensive and 
consists of a plant or copies of all the records of the convey- 
ances, mortgages, assignments, judgments, sheriff's sales, 
liens, court records, surveys, etc. as they are found in the vari- 
ous public offices. These records are properly indexed and 
kept up to date. Fig. 19 (a), (£), (c) } and (d) shows the four 
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SCRANTON, Pa.,^ 



-J90 



The undersigned hereby applies to 

The L C. S. Trust Company. 

for an insurance of title of the property hereinafter described, in the stun of $_ 



lUKtflSMfti. 




RmMmm,' 




Iotmstat 




DncnpuM m frtfttty. 




Strati* WHA 




An cbnt tistttiftsf 

CtCTVCt? 




Shall veUketbeast It the 
moo's tot? 




fictutftst 




ktotp* 




OU*l~is*as« 




Eaaeaeatt. 








AJccUms t* UUe kMvi tr 




tmrri btl* title ky 





Any further information, or rumors of defects, objections, liens or incumbrances 
other than above mentioned, will at once be made known to the company; and all 
expense of obtaining possession, either from owner or tenant, will be assumed by me. 
It is further agreed and understood, that the entire charge for the services of the com- 
pany, including the policy fee, shall be due and payable immediately upon the pres- 
entation and delivery of the settlement certificate. 



Signature— 



Addrtss^ 



Fig. 19 (a) 
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pages of an application and survey blanks which is the basis 
of the title-insurance policy, (a) is the application; (b), the 
plan of the property; (c), the survey; and (d) 9 a description 
of the application for filing purposes. Following the sur- 
vey, the records and the chain of title are examined, and a 
paper called the settlement certificate is made out. This cer- 

PLAN OF PREMISES: 

Showing Distance from Street Corner and Number of House. 



j 



L 



SOUTH SIDE OF. 



NORTH SIDE OF . 



~i r 



1 r 



Fio. 19 (b) 



tificate is issued to assist the parties in making the settle- 
ment for the property purchased, and enumerates the defects, 
objections, liens, or encumbrances against the property that 
will be excepted in the policy unless removed. After the 
settlement has taken place, an examination of the title is 
brought down to date, all claims that have been satisfied 
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I certify that, on this day of 190 

by order of 

The I. C. S. Trust Company, 

I visited and examined the real estate described in the foregoing application and 
plan, and obtained the following information relative thereto. 



Inprortaents. 
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Uader whit title. 
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Balldlap erected. 
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or adjusted are removed from the certificate and a policy 
is written out in accordance with it. 

A form of title policy is shown in Fig. 20. 

For the convenience of patrons, trust companies sometimes 
provide apartments where the settlements can be made under 
the supervision of the settlement 
clerk. He arranges a date for 
the settlement, receives the 
money from the purchaser, dis- 
burses the amounts necessary 
to satisfy liens, taxes, or other 
claims of expense, and hands 
the balance to the party entitled 
to the same. 

Two registers are kept, one 
of which contains a numerical 
record of the applications, giv- 
ing the date, the name and ad- 
dress of the applicant, a brief 
description of the property, the 
amount of the insurance, the 
fees to be charged, in detail, and 
the date when the policy was 
delivered; the other, a record of 
each policy issued, giving in 
full the subject matter written 
in the policy. Title policies, 
with the permission of the 
company, may be transferred 
from one person to another, and in such cases the transfer 
is noted in the register and formally approved by the 
title officer attesting it by his signature. 

When not prohibited from doing so, the title-insurance 
department will draw up deeds, bonds, mortgages, declara- 
tions, and all other papers in connection with the transfer of 
property or relating to the same. 
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Policy No. Premium 

THIS POIilCY OF INSURANCE WITNESSETH: That 
THE I. C. S. TRUST AND SAFE DEPOSIT COMPANY, 
OF SCRANTON, PENNA., in consideration of the pay- 
ment of its charges for the examination of title and the 
premium named above, insures 

and all to whom this policy may be transferred by the insured 
in accordance with the conditions hereto annexed, against all 
loss or damage, not exceeding . 

which the insured shall sustain by reason of defects or unmar- 
ketability of the title of said insured to the estate, mortgage 
or interest described in Schedule A, hereto annexed, or by 
reason of liens or encumbrances charging the same at the 
date of this policy, saving all loss and damage by reason of 
the estates, interests, defects, objections, liens, and encum- 
brances excepted in Schedule B, or by the conditions of this 
policy hereto annexed and hereby incorporated into this con- 
tract, the loss and the amount to be ascertained in the manner 
provided in said conditions, and to be payable upon compli- 
ance by the insured with the stipulations of said conditions, 
,and not otherwise. 

SCHEDULE A 

1. The estate or interest of the insured covered by this 
policy: __ 

2. The deed or other means by which title is vested in 
the insured: 

3. Description of property the title to which is insured: 



SCHEDULE B 

This policy does not insure against such estates, interests, 
defects, objections to titles, liens, charges, and encumbrances 
affecting said premises or the estate or interest insured as 
set forth below in this schedule: 



A complete statement of the conditions of the policy 
follows:— . 

Fig. 20 



Application Jfo.. 
Bond JTo. 



-Form- 



Schodmto Record No. 
Smb B. No, _ 



. RogUtor- 



Staf- 

Agoncy 

Amount, S- 

I. R. No. 

Front 



-Clant- 



-Rato,%. 



Premium, S- 

-990 To 
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APPLICATION FOR BOND 

OP THB 

I. C. S. TRUST COMPANY, OF SCRANTON. 

434 Wyoming Avenue 



to act as my surety from- 



CAPITAL, $9,000,000 
rUASB AK8WBB ALL qCBBTIORB IN THIS APPLICATION 

/ hereby make application to the I. C. S. Trust Company, of Jcranton, 

-190 , tor 

;. 



-Dollars (S- 



in favor of . 



_, Employer, 



in my position ar_ 
at 



-County of— 



State of - 



and hereby affirm that in the following declarations made and answers given, /slate the truth without 
reservation of any kind whatever, 

1. Is there a Post Office at the above-named location ? 

If not, give name of nearest Post Office 

2. What is your full name ? 



Lineage or birth, {rlx., American, English. French, German. Hebrew. Irish, Negro, etc.) 

Where and when yon were born ? Place__ Date_ 

If foreign born, how long resident in the United States ? Since 

Dati 

If not now a citizen of the United States, then of what country ? 



_18_ 



_ia_ 



6. If a naturalized citizen of the United States, give date of naturalization, where, and in what court. 
Date , , in _. Court at_ 



Name of Court 



7. Present locality of residence . 



Give residence address— street and number where possible 

How long a resident of said city or tQwn ? Since about 



I 

« 

< 


Slngla? 


Number 

of 
children: 


How many 
self-supporting: 
and live apart 

from you ? 


How. 

many 

with you? 


If others depend upon you for 
support, give names 


Married? 


A Widower ? 


— 



Poll name and address of your wife. 



Address- 



Fig. 21 (a) 



ta. How long have yon been engaged with the employer requiring this bond ?_ 

86. What is the nature of the business and where located ? 

9. What salary are you receiving ? 



10. If any other allowances will be made to you, or if salary is subject to any deduction, state 

particulars 

11. Have you any income from sources other than that of the salary or allowances above 

made ? If so, how much [about] and from what source is it derived ? 



5 * 

I 

s 



13. 



I 

s 

kz 

Is 

I s 
3 

•X 

£= 

i 



o 

>■ 

o 

Q 


Own house inl 
which you live?/ 

Own other reall 
estate ? J 


Conservative valuation of 
your Real Estate in excess 
of mortgages or other^ens? 

i 


Conservative valuation of 
your personal property after 
deducting loans thereon, or 
other equities therein ? 

S 





Are you engaged in any mercantile business on your own account which you win carry on 
during this employment? If so. describe its nature, location, and. if a partnership, give 

name of partner 



Name of Partner 



. Business 



siness Address I 

:. and No. if such > 



Have you ever been 
bankrupt or insolvent? 



Did you ever compro- 
mise your liabilities 
with creditors? 



NOTE 
If discharged from, or still tinder lla- 
billtiea Incurred through being bankrupt 
or Insolvent, or If either or both of the 
questions are answered "Yea," state par' 
ticulara in separate confidential letter to 
the Company. 



Do you occasionally engage in purely 
speculative or hazardous transactions, 
such as stocks, grain, oil. or real estate? 



Have you been in arrears or default in 
your present or any previous employ- 
ment? 



HOTB.— If either question Is affirmatively answered, give particulars in separate confidential 
letter to the Company. 



When and by whom were your accounts last examined, and were they found correct? 



1 
1 



17. Have you ever been discharged from any situation? If so, state particulars. 

18. Give particulars and amount of debts you owe or liability you are under, of judgments or 

otherwise, stating whether you are indorser or surety for any one. and to what extent 



l 
i 

■ 
t 

2 



I 



19. 



Have you hitherto given security? If so, please give names and addresses of your 
bondsmen, and state why discontinued. , 



20. Do you now furnish security in addition to that herein applied for? If so, what kind, and to 
what extent? 

2L Have you ever applied to any other source for a bond? If so, state when and to whom, and 
whether successful 

22. What was your occupation immediately preceding your present position, and for what 

reason did you leave the same? 

23. Give reasons u. full for leaving last employer. 



24. If your life is insured, state for what amount, for whose benefit, for how long a time, and 

In What rntnpaitiy. 



FIQ.210) 



Please fill in the following blanks, giving: dates of your employment and names of your 
employers during: the past ten years, and showing: places of residence even if not 
employed continually during that period. -* 
This question must be answered specifically. 



Fm 

What Date 

/ CWe Month \ 

\ and Year / 


To 

What Date 

/ Gire Month \ 

\ and Year ) 


Employed as 


At Address 


InSerrkeof 

Name of 
Employer or 
Corporation 


Under 

Name of Manager, Superintendent. 

or Head of Department— for Reference, 

with present Post Office Address 































































26. 



Please give particulars respecting: parents and nearest relatives, as follows: 

Name of Father Address and Business J 

Address! 



' Mother 



i 

I 



8. 






Names and addresses of brothers 
and sisters. 

Nearest relatives, for reference if 
desired. 



27. Please give below the names and addresses of persons, not less than six (preferably eight, 
because all may not reply to inquiries), of intelligence and good standing , householders 
where possible, for Referees, who have had a personal acquaintance with you. and who 
are not related to you. <STIn no case, however, should a person be named who is a 
partner, or one of the firm, or an officer of the employer in whose favor the bond herein 
applied for is to be made. 
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OCCUPATION 


POST-OFFICB ADDRBSS 
If In a City, Give Definite Location 
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IN CONSIDERATION of the I. C. S. Trust Company, of Scranton. issuing: the bond for 
which application is hereby made, I do hereby agree and bind myself, my heirs, executors, and 
administrators to indemnify said I. C. S. Trust Company, of Scranton. against all loss, costs, 
damages, chargres, and expenses whatever resulting: from any act, default, or neglect of mine, 
that said I. C. S. Trust Company, of Scranton. may sustain or incur by reason of having; 
executed said bond, or any renewal or continuation thereof, or any transfer, renewal, or contin- 
uation of said bond to the successor or assign of the employer herein named. 

AND I do further agree to indemnify the said I. C. S. Trust Company, of Scranton, from 
all loss, damage, and expense incurred by it in consequence of its issuing: any other bond or 
obligation for me and required by the employer herein named or the successor or assign of said 
employer. 

IN WITNESS WHEREOF I have hereunto set my hand this 

day of , 190 , 



Signed in the presence of 



Post-Office Address of Applicant in full 



Sign/ 
HereU 



s 

? 

i 
i 

o 

? 

? 



If this application is declined, the Company reserves the right to withhold the reason 
therefor, if deemed necessary, as all information relative thereto is regarded as confidential. 

CERTIFICATE OF EMPLOYER-Over 

Fig. 21 (c) 



A No 

EMPLOYER'S CERTIFICATE 



I hare read the foregoing declarations and answers made by_ 



s* - and believe them to be true. 

J He has been In the employ of this during years, and. to the beat 

2 of my knowledge, has always performed bis duties in a faithful and satisfactory manner. 

•S His accounts were last examined on the day of , , and 

Sk found correct in every respect. He is not. to my knowledge, at present, in arrears or in default. 

° Prom all that I know and have heard, I believe him to be entitled to confidence, and 

5 qualified to discharge the duties of the position named in the within application. Proper accounts 

^ are kept and adequate examinations of his transactions will be made. 

5 Amount required. $ Bond to date from . 



5 



Dated at the day oL_ 

(Signature) 



On behalf of_ 



Note.- If applicant is newly employed, write "New Employe," and give name and address 



2.2 of person by whom he was introduced to you 
S£ 



Jl L C- S. TRUST COMPANY, OF SCRANTON 

*$ ° 

*=To the Applicant: 

g "Z In every application filed with this Company for a bond, a few of the Questions and answers are 

~ " irrelevant. If the Company could foresee in each case such questions as are or are not strictly relevant 
5 • thereto, the subject of obtaining proper information would be simple. But the Company is obliged to 
°^ consider requests for bonds of various forms from thousands of people of all classes and conditions: 
« S therefore it must make Us inquiries in each case as complete as possible, in order that the information 
g^ sought may, when furnished, enable it to Pass speedily and intelligently in its own interest, as well as thai 
,oi of the applicant, upon the matter of extending its confidence by financial support in the form of suretyship. 
•= The waiving by the Company of answers to relevant and important questions might be considered as 
"£ * indicating a form of procedure incompatible with safe business methods. 
~ S The Company, being impersonal, cannot know the applicant, or the degree of confidence to which 



e given to all questions. The Company % 
enable it to observe or estimate how worthy the applicant may be of its confidence, and as each question 
has a bearing in connection with some other, it follows that the whole together, when answered, mill 
complete the document and enable the Company to act Promptly in the interests of all concerned. 

Yours truly. 

President 



&m<&^ 
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References Mailed References Duplicated- 



Additional References Requested Received and Mailed- 



Letter B Mailed to Applicant Letter B Received from Applicant- 

E. G. S. Mailed to Employer Returned Completed 

Wrote Agency in re 

Wrote Applicant 

Wrote Employer 
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8UKETY DEPARTMENT 

28. There are practically two classes of surety bonds 
issued by a trust company, covering what is called contract 
insurance and fidelity insurance. In contract insurance, 
in consideration of a fee named in the bond, the company 
becomes surety for the faithful performance of contracts or 
obligations made by corporations, firms, or individuals; and 
in fidelity insurance, for a consideration and for a speci- 
fied time, it becomes surety for the integrity of persons hold- 
ing positions of trust. The moral risk enters into both, but 
in the first the ability of the parties to properly fulfil the 
terms of the contract must also be taken into consideration. 
The experience of companies doing an extensive business 
has shown the character of risks that may be fairly accepted, 
and they have been able to form tables similar to the actuary 
tables of life-insurance companies, by which they determine, 
within certain limits, the percentage of loss that may be 
expected from any line of suretyship. 

The requirements of business call for suretyship in dif- 
ferent forms and the insured include governments, states, 
municipalities, corporations, firms, and individuals. The 
class of business taken by different trust companies varies 
greatly, some confining themselves entirely to general con- 
tract insurance and others to general fidelity insurance. 
Still others limit their business to one or more branches of 
contracts or fidelity insurance, as, for example, orphans' court 
business or contracts with individuals, etc. 

In both contract and fidelity insurance, the applicant for 
bond fills out a form giving such information as is required 
by the company as a basis for issuing or refusing the bond. 
Fig. 21 (a) j (b), (c), and (d) shows the different pages of 
an application form for fidelity insurance. 

On receipt of an application with all questions properly 
answered, the company proceeds to investigate the character 
of the applicant from the data thus given and from other 
data that will be obtained as the investigation progresses; 
and the parties named as references in the application are 
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requested to answer questions in reference to the applicant 
on a blank similar to that shown in Fig. 22. 

When the trust company has gathered what it considers 
sufficient information, the same is presented to the executive 
committee for its action, and the application is thereupon 
approved or rejected. 

When an application has been approved, the trust com- 
pany will, so far as possible, protect itself by taking a bond 
from the applicant to indemnify itself against loss, and in 
some cases will require additional security in the form of 
real or personal property, or require the bond of another 
responsible person, who thus acts as a sponsor for the 
applicant. 

Whenever a trust company becomes surety for the faith- 
ful performance of the duty of an executor, administrator, 
trustee, committee, or agent, it is the custom to require him 
to deposit the assets of the estate with the company for safe 
keeping and control, during the term of the bond. When 
accompanied by the proper officer of the company, he is 
given access to the assets deposited for any legitimate pur- 
pose. It is his duty to deposit to his credit as administrator 
or trustee the income collected from the same and all checks 
that are drawn by him against the account should first be 
certified by the trust officer or the person in charge of the 
department. 

If the suretyship is a continuing one, the company usually 
revives the matter each year by sending to the references 
or the beneficiary a set of questions to be answered and filed 
with the other records in the case and the company may 
also make independent investigation of the habits and con- 
duct of the party. 

The records of the surety department are confidential and 
should be guarded carefully, no one being permitted to have 
access to them unless his business demands it. 
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TRAN8FBR-AND-RBGI8TRATION DEPARTMENT 

29. In the transfer-and-registration department, a 

trust company acts either as the registrar of the stocks and 
bonds of various corporations, or as their transfer agent, or 
as both. The treasurer or secretary of the company, or an 
officer called the registrar, has charge of the department. 

When a corporation wishes a trust company to act in either 
or both of these capacities, it makes application to the proper 
officer, by whom the application is presented to the board of 
directors for approval or rejection. If approved, the corpo- 
ration furnishes the registrar with a statement giving the 
number of bonds or shares of stock to be issued, and the 
names and signatures of the officers authorized to sign them. 

As registrar of the stock of a corporation, the company 
keeps a register, as shown in Fig. 23, in which each certifi- 
cate is entered by its number with the name of the owner 
and the number of shares owned. After a certificate has 
been registered it is countersigned by the registrar for the 
trust company. When new certificates are issued in place of 
old ones, the old certificates must be surrendered and can- 
celed, and the proper entries made in the register. The 
difference between the number of shares on the two sides of 
the register is the number outstanding. 

As transfer agent, the trust company must examine the 
bond or certificate of stock to see whether it is in proper 
form for transfer, and the signature to the assignment to 
see that it is genuine. In the case of an executor or adminis- 
trator, it may require the production of the will or certificate 
of administration, or decree of court under which he acts, as 
evidence. In the case of a trustee, the company should 
ascertain the nature of the trust, and also whether the transfer 
is made in accordance with its terms. 

Forms for a successive number of registrations are usually 
printed on bonds, and new bonds are not issued for each 
transfer, but a form of assignment is shown in Fig. 24. 

When a trust company acts as registrar for the bonds of a 
corporation it generally acts as transfer agent also, making 
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ICttom all 4Hrn bg tfpjsr ffrmntB: 



That. 



for value received, have bargained, sold, assigned, and transferred, 
and by these presents do bargain, sell, assign, and transfer unto 



.DOLLARS 



of the. 



Jssued by- 



-now registered in name 



on the books of THE I. C. 5. TRUST AND SAFE DEPOSIT 
COMPANY, OF SCRANTON, PA., Registrar, and do 

hereby constitute, and appoint 

true and lawful Attorney, irrevocable, for and in 

name and stead, but to use, to 

sell, assign, transfer, and set over all or any part of the said 

and for that purpose to make 

and execute all necessary acts of assignment and transfer, and 
one or more persons to substitute with like full power, hereby 

ratifying and confirming all that said Attorney, 

or substitute or substitutes, shall lawfully do by 

virtue hereof. 

3tt Htttt?00 Wty ttOf , have hereunto set 

hand and seal the • day of 190 . 



Sealed and delivered in the 
presence of 



-[seal] 



Fig. 21 
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the transfer and registering it. Figs. 25 and 26 show cards 
used by some companies for the registering and transferring 
of bonds. 

600 
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1. Satisfactory reference mnst be given, 
upon application for a safe. 

2. No person other than the renter, or ap- 
proved deputy named In- the books of the 
company, or legal representative (in case of 
the death, insolvency, or other disability of 
the renter), shall have access to the safe, ex- 
cepting as hereinafter expressly stipulated. 

3. The renter or proper representative will 
not be permitted to enter the vault unless in 
presence of a vault clerk; and only two rent- 
ers will be allowed therein at the same time, 
unless the company in its option may see fit 
to admit more. 

4. Each safe will be furnished with a new 
lock upon every change of its renting, t nd on 
its surrender the keys must be returni d. 

5. The cost of replacing a lost key will be 
paid at once by the renter. 

6. The company reserve a right to termi- 
nate at any time the renting: and possession 
of the safe, upon their notice, mailed to'the 
address of, or otherwise delivered to, the 
renter; or, if absent, to the deputy designated 
upon the books, or to any other legal repre- 
sentative; and, upon the surrender of the keys 
of the safe and the removal of its contents, a 
due proportion of the rent received will be 
refunded. 

7. All rents of safes are payable m ad- 
vance. If the renter of a safe, at the expira- 
tion of any term, or upon an earlier termina- 

. tion as above provided, shall not renew such 
renting, and shall fail to give up possession 
of the safe, the company shall have the right, 
at the end of fifteen days after mailing notice 
of their intended action to the address of the 
renter as registered in their books, or after 
direct service thereof, to forcibly open the 
safe of such renter, in the presence of the 
president or treasurer and of one other wit- 
ness, and to remove the contents therefrom, 
and to hold and retain the same on special 
deposit, subject to the payment of all rent 
that may be unpaid, and to a charge for the 
use of the safe after the ending of the term, 
proportioned to the annual rent, and of all 
expense incurred in opening the safe and 
changing its lock and keys, and also for the 
safe keeping of the contents after their 
removal from the safe. 

8. Boxes must not be opened or papers 
examined in the vault, but in the rooms pro- 
vided for such purpose. 

9. Access shall be had to the vault only 
from 9 o'clock a. m. to 4 o'clock p. m. of each 
day, excepting Sundays and legal holidays. 
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SAFE-DEPOSIT DEPARTMENT 

30. The safe-deposit department of a trust company 
contains vaults fitted with the latest mechanical devices for 
the protection of the valuables deposited, and, in the larger 
cities, retiring rooms where depositors can examine their 
papers, detach coupons, write letters, or adjust their accounts 
in private. 

The department is generally managed by a superintendent. 
When a person desires to rent a safe-deposit box, he is given 
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a signature card, on which he writes his name, address, 
occupation, and any other desired information. Strangers 
are required to bring a satisfactory introduction. He then 
selects a box in the vault, and on payment of the fee is given 
a receipt like that shown in Fig. 27 (a), the back of which, 
Fig. 27 (b), contains the provisions and regulations under 
which the box is rented and accepted by him. He is then 
provided with a key which, when used in conjunction with a 
pass key held by the superintendent, will enable him to 
open the box. 
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for Value Received, 

transfer t and set over unto 



-do hereby assign, 



the within Receipt and the Deposit therein specified; hereby 

authorizing to withdraw and receipt for said 

Deposit as fully as could 

Witness hand and seal this day 



of- 



Jl. D. 19 



Witnessed and Approved: 



Received, Scranton,- 



-A. D. 19 



of the /. C. S. Trust Company, the Deposit described in the 



within receipt. 



Fig. 29 (») 
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The rentals for safe-deposit boxes range from one to 
several hundred dollars per year, according to the tariff 
schedule of the company. 

A card-ledger account is kept with each renter of a box, 
giving the date of expiration of his lease and the amount of 
rent paid, as shown in Fig. 28. 

Safe-deposit boxes are opened only for the renter himself 
or for a deputy properly authorized in writing to have access 
to the same. A daily record is kept showing the time of 
day each person has had access to the vaults, his name, and 
the number of his box. 

In addition to the boxes, some companies maintain a 
package department, or storage vault for large bundles or 
packages, such as trunks, boxes of silverware, books, 
or valuables, other than money or securities. A certificate 
similar to the one shown in Fig. 29 (a) is issued to the 
person who deposits a package, and a record is kept of his 
account in the same manner as that of a box renter. The 
package can be removed only on the surrender of this 
certificate, with a receipt properly signed as provided in 
Fig. 29 (b). 

The charges for the storage of packages may be by the 
cubic foot or according to the valuation of the property. If 
the charge is by the cubic foot, it will average about $1.50 per 
cubic foot per year; if according to the valuation, the rate 
will probably be 1 per cent, per annum for the valuation 
given by the depositor, the minimum valuation being $500. 
If the package is not expected to remain a year, the rate will 
be usually $3 for 6 months or $2 for 2 months. These rates 
are not uniform, however, each company fixing its own rates 
and modifying them according to convenience or policy. 
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banks, Dividends, 55, p20. 
banks, Draft or check record, 56, p37. 
banks, Duties of officers. 55, p26. 
banks. Duties of trustees and directors, 55. 

p25. 
banks. Establishment of. 55. pll. 
banks. Examination, 55. p21. 
banks. Expense book, 56. p34. 
banks. Figuring interest, 56. pi 2. 
banks. General ledger. 56. p40. 
banks. History of, 55, p2. 
banks, Inactive deposits, 55, pl9. 
banks in England. 55. p3. 
banks in the United States, 55, p6. 
banks, Insurance record, 56, p23. 
banks. Interest and balance sheet, 56, plS. 
banks, Interest book, 56. p23. 
banks, Interest ledger, 56. pl8. 
banks, Interest notice, 56. p30. 
banks, Investment record, §6. p20. 
banks, Investments and loans. 55, pi 6. 
banks. Journal, 56, p37. 
banks. Letters to correspondents, 56, p37. 
banks, Limitations to deposits, 55, pl8. 
banks, Loan application, 56, p26. 
banks. Loan book, 56, p20. 
banks. Loan envelope, 56, p26. 
banks, Loans and investments, |C. pld. 
banks, Minor's receipt, 55, pi 9. 
banks, Mortgage record, 56, p20. 
banks, Mutual and stock, 55, pll. 
banks, Mutual under general laws. 55. pi 2. 
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Savings— (Continued) 

banks, Notice of intention to organise, §5, 
pl2. 

banks, Notice of withdrawals required, |5, 
pl9. 

banks. Officers and employes, (5, p25. 

banks, Opening an account, 56, p2. 

banks. Pass book. (6, p3. 

banks. Postal, §5, p5. 

banks, Purpose of, (5, pi. 

banks. Receiving deposit record, 56, p4. 

banks. Regulation of, §5, pl6. 

banks, Remittance letter, (6, plO. 

banks reports, (5, p22. 

banks. Signature card, §6. p2. 

banks, Special laws by, $5, pl5. 

banks, State control of, §5. pi 6. 

banks, Statement book, (6. p42. 

banks, Stock. 55, pp9. 11.' 

banks. Stock bank records, §6, p47. 

banks, Stock, under general laws, 55, pi 4. 

banks, Stop-payment card, (6, plO. 

banks, Supervision of. 55, p21. 

banks, Surplus. 55, p20. 

banks, Taxation of, (5, p24. 

banks. Test of right to be called, (5, pll. 

banks, Trustees. §5, p25. 

banks, United States, (5. p6. 

banks,' Verification of pass books, (6 p22. 

banks. Withdrawal receipts, §6, p6. 

departments in other than savings banks, 
55. P31. 

departments. National and state banks, §3 

. p58. 

idea, Development of, f5, plO. 
School savings, (6, p46. 
Seal. $4. p21. 
Second bank of the United States, §1 pl8. 

teller, National banks, 52, pi 7. 

teller, Trust companies, $7, pi 6. 
Secretary of savings banks, $5, p28. 

of trust companies, $7, p8. 
Settling clerk, §3, p61. 

Signature cards. National and state banks, 
82, p31. 

cards, Savings banks. §6, p2. 

cards. Trust companies, 57, pll. 
State bank examiner. J3, p49. 

banks (see also national banks), §1. p21; 
52. pi. 

banks, Application for conversion of §4, 
p40. 

banks. Conversion of. into national banks, 
54, pp24, 42. 

banks. Organization of, 52. p3. 

banks. Powers of. 52. pi. 

banks, Report of, 53. p47. 



State— (Continued) 

supervision of savings banks, |5, pplft, 21. 

supervision of trust companies, §7, p3. 
Statement book. Savings banks, 56, p42. 

Trust companies, |7, p22. 
Statements of correspondent banks, f 3. p23. 

of customers, f 3, p23. 
Stock, Capital, of national banks, 52, p6. 

certificate of national banks, 52, p5. 

savings banks, 55, ppO. 11. 

savings banks records, 56. p47. 

savings banks under general laws, 55. pi 4. 
Stockholders, Cumulative voting not permis- 
sible, f 4, pO. 

Form of proxy, §4, plO. 

Married women as, 54, p7. 

meeting, Notice for, 54, p41. 

not desiring to extend charter, f 4, p34. 

Voting power of, 54, p9. 
Stocks and bonds, 53, p44. 

and bonds, Good delivery, 53, p21 . 
Stop-payment card. 56. plO. 
Superintendent of banks, Report to. 53, p47. 
Supervision of savings banks, 55. p21. 
Surety bond, Application for, trust com* 
panies, 57, p46. 

department, Trust companies, 57. p46. 

officer, Trust companies, 57, p9. 
Surplus in savings banks, 55. p20. 
Sweden, State bank of, 51. p4. 



Taxation of savings banks, 55. p24. 
Third teller, national bank. 52. p37. 
Time loans, 53, p9. 
Title insurance. Application for, 57, p39. 

insurance "plant," 57, p35. 

insurance policy, 57. p42. 

insurance, Settlement certificate, 57, p39. 

officer, 57. p9. 
Transfer and registration of stocks and bonds. 

Trust companies, 57, p50. 
Transfers of stock. 54. p22. 
Treasurer of savings banks. 55, p27. 

Trust companies. 57, p7. 
Trust companies, Application for fidelity 
bond, 57, p46. 

companies, Application for real-estate loan, 
57. p34. 

companies, Application for title insurance. 
57. p39. 

companies as fiscal agents. 57. p28. 

companies as trustees under corporate 
mortgages, 57, p28. 

companies as underwriters, 57. p28. 

companies. Auditing committee. 57, p6. 

companies, Capital stock, 57. p4. 
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Trust — (Continued) 

companies, Duties of directors, 57. p5. 

companies, Duties of officers, (7, p6. 

companies, Finance or executive committee, 
87. 06. 

companies, Financial department, {7. pll. 

companies, Foreign exchange, 57, p28. 

companies, Forms and records, §7. pll. 

companies. Functions of, 57, pi. 

companies, General bookkeeper, 57. p21. 

companies, General receipts, 57, pi 6. 

companies, Incorporation of, 57, p2. 

companies, Individual bookkeeper, 57, pi 8. 

companies. Indorsements of checks, 57, pi 2. 

companies, Investments and loans, 57, p24. 

companies, Paying teller, 57, pll. 

companies, Real-estate agreement and 
lease, 57, p32. 

companies. Real-estate department, 57, 
p32. 

companies, Receiving teller, 57, pi 6. 

companies, Safe-deposit department, 57, 
p55. 

companies, State supervision of, by com- 
missioner of banking, 57, p3. 
• companies, State supervision of, by insur- 
ance commissioner, 57, p4. 

companies, Surety department, contract 
and fidelity insurance, 57, p46. 



Trust — (Continued) 

companies, Title-insurance department, 57, 

p35. 
companies, Title-insurance "plant, " 57, p35. 
companies. Title-insurance policy, 57, p42. 
companies, transfer-and-registration de- 
partment, Duties of, 57, p50. 
companies, Trust-department fees, 57, p32. 
companies, trust-department, Functions of 

57. p29. 
companies, Trust docket, 57, p30. 
officer, 57, p8. 
Trustees, Savings banks, 55, p25. 

U 

Underwriters, Trust companies as, 57, p28. 
United States. First Bank of. 51, pl7. 

States. Savings banks in, 55. p6. 

States, Second Bank of, 51. pl8. 



Venice, Bank of, 51, p2. 

Vice-President of national and state banks 

52. P 13. 
Vienna, Bank of the city of, 51. p8. 

W 

Withdrawal receipts. Savings Banks, 56, p6. 
Withdrawals, Savings banks, 55, pl9. 
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